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U.S.  EXPORTS 


WEDNESDAY,  APRIL  28,  1993 

House  of  Representatives, 
Subcommittee  on  Rural  Enterprises, 

Exports,  and  the  Environment, 

Committee  on  Small  Business, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  1  p.m.,  in  room 
2359-A,  Rayburn  House  Office  Building,  Hon.  Bill  Sarpalius  (chair- 
man of  the  subcommittee)  presiding. 

Chairman  Sarpalius.  We  will  go  ahead  and  get  started.  The 
Small  Business  Subcommittee  on  Development  of  Rural  Enterprise, 
Exports,  and  the  Environment  will  come  to  order. 

I  want  to  thank  all  of  you  for  coming  here  today.  This  hearing 
will  ask  what  can  be  done  to  help  small  businesses  export.  Do  they 
need  special  assistance,  and  which  agency  is  best  suited  to  meet  the 
needs  of  small  businesses?  Based  on  this  information,  the  subcom- 
mittee will  evaluate  and  look  to  streamline  export  assistance  pro- 
grams to  make  them  more  user  friendly. 

Export  related  jobs  tend  to  be  high-wage  jobs.  Furthermore,  since 
small  businesses  account  for  just  over  half  of  all  the  jobs  in  Amer- 
ica, increasing  small  business  exports  could  result  in  the  creation 
of  many  high-wage  positions. 

Unfortunately,  less  than  10  percent  of  all  American  small  busi- 
nesses, and  that  is  a  generous  figure,  are  involved  in  exporting.  In 
today's  global  economy,  it  is  imperative  that  the  U.S.  businesses 
get  involved  in  exporting.  It  is  the  only  way  we  will  maintain  our 
competitive  edge.  We  live  in  a  different  world  today,  and  to  be  com- 
petitive, we  need  to  realize  that  we  live  in  a  global  market. 

U.S.  business  needs  to  learn  how  to  compete  internationally,  and 
it  needs  to  learn  how  to  become  more  aggressive  exporters.  This  is 
an  area  where  there  is  much  room  for  improvement.  In  1991,  U.S. 
exports  accounted  for  only  7.5  percent  of  the  gross  domestic  prod- 
uct, compared  with  25.8  percent  for  Germany,  and  17.8  percent  for 
France. 

We  need  to  be  creative  in  encouraging  U.S.  exports,  and  use 
every  tool  at  our  disposal.  So  far,  we  have  failed  to  do  so.  In  1993, 
the  United  States  will  offer  $350  million  in  tied-aid  financing,  to 
help  facilitate  U.S.  capital  goods  exports,  while  Japan,  Germany, 
and  other  nations  are  expected  to  spend  over  $10  billion  each  for 
the  same  purpose. 

The  U.S.  Government  has  been  slow  to  rise  to  the  challenge  of 
increasing  the  volume  of  American  exports.  With  over  100  pro- 
grams scattered  among  10  agencies,  and  you  will  hear  today  some 
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testimony  as  high  as  19  agencies,  the  Federal  Government  has  re- 
sponded to  the  export  challenge  in  a  disjointed  manner.  It  just  does 
not  make  sense  for  us  to  have  10  agencies  with  over  100  different 
programs  all  working  in  different  directions.  We  have  been  using  a 
shotgun  approach  with  little  direction.  It  is  time  for  us  to  use  a 
rifle  approach  and  hit  our  goals. 

Competing  globally  requires  that  businesses  export  and  capture 
markets  in  other  countries,  especially  small  firms.  Why  small  busi- 
nesses? Because  America's  small  businesses  can  be  a  source  of  tre- 
mendous growth  for  this  Nation.  Their  exporting  to  many  different 
nations  can  be  an  excellent  source  of  economic  stability,  and  a 
chance  for  long  term,  sustainable  growth.  It  is  what  the  future 
holds. 

This  whole  country  is  looking  at  ways  to  stimulate  our  economy 
and  to  create  new  jobs.  The  American  people,  throughout  our  histo- 
ry, have  always  had  the  desire  to  compete.  The  American  ideal 
promises  each  and  every  one  of  us  the  right  to  dream  any  dream, 
and  the  chance  to  make  those  dreams  come  true.  The  time  has 
come  for  us  to  give  the  opportunities  that  the  world  has  to  offer  to 
American  small  businesses. 

[Chairman  Sarpalius'  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Would  any  of  my  colleagues  like  to  make 
an  opening  statement?  OK,  I  want  to  keep  the  record  open.  We  do 
have  some  written  comments  from  other  members  that  we  will  put 
into  the  record.  Hopefully,  some  of  them  will  be  showing  up. 

I  also  want  to  apologize  for  having  to  move  the  hearing  that  was 
originally  scheduled  for  yesterday.  A  very  dear  friend  of  mine 
passed  away,  and  I  was  asked  to  speak  at  his  funeral  yesterday.  I 
appreciate  the  patience  of  the  committee  and  the  people  who  are 
here  to  testify  for  being  willing  to  postpone  this  hearing  one  day. 

Will  the  first  panel,  Ms.  Littlejohn  and  Ms.  Cole,  please  come  to 
the  table? 

Ms.  Littlejohn  is  the  president  of  Global  Strategies,  which  assists 
businesses  and  organizations  with  moving  into  the  global  market- 
place. In  addition,  Ms.  Littlejohn  is  the  executive  director  of  the 
National  Association  of  Women  Business  Owners,  and  serves  on 
the  U.S.  Chamber  of  Commerce  Council  of  Small  Businesses,  for 
which  she  chairs  the  International  Trade  Committee.  Also,  Ms. 
Littlejohn  is  the  vice  president  of  the  World  Association  of  Women 
Entrepreneurs,  North  and  South  American  Division,  and  serves  on 
its  executive  committee. 

Ms.  Cole  is  the  vice  president  of  Analytic  and  Biological  Labora- 
tories, which  performs  analysis  of  water,  soil,  and  food,  and  offers  a 
wide  variety  of  environmental  services.  Currently,  Ms.  Cole  serves 
on  the  American  Plastic  Council  Executive  Automotive  Committee 
and,  in  May,  will  become  the  chairman  of  the  Society  of  Plastic  En- 
gineers, International  Division.  In  addition,  Ms.  Cole  serves  on  the 
Resource,  Conservation,  and  Recovery  Act  Revisions  Subcommittee. 

We  are  very  honored  to  have  both  of  you  ladies  here  with  us 
today.  Ms.  Littlejohn,  we  look  forward  to  your  testimony. 


TESTIMONY  OF  VIRGINIA  LITTLEJOHN,  PRESIDENT,  GLOBAL 
STRATEGIES,  ON  BEHALF  OF  U.S.  CHAMBER  OF  COMMERCE 
AND  THE  NATIONAL  ASSOCIATION  OF  WOMEN  BUSINESS 
OWNERS 

Ms.  LiTTLEJOHN.  Good  aftemoon,  Mr.  Chairman  and  members  of 
the  committee.  It  is  a  pleasure  to  be  here  today  to  address  the 
needs  of  small-  and  mid-size  business  exporters. 

For  most  of  our  history,  America's  economy  operated  successfully 
in  splendid  isolation,  but  with  the  increasing  integration  of  the 
world's  economies,  NAWBO,  the  National  Association  of  Women 
Business  Owners,  and  the  U.S.  Chamber,  on  behalf  of  whom  I  am 
testifying  today,  both  believe  that  the  United  States  must  export 
far  more  aggressively,  if  we  are  to  enhance  our  international  com- 
petitiveness, improve  our  balance  of  payments  deficit,  and  main- 
tain our  quality  of  life. 

We  must  set  a  national  goal  to  expand  American  exports  to  at 
least  the  average  of  the  group  of  seven  countries  by  the  year  2000. 
That  means  we  must  raise  the  volume  of  U.S.  exports  as  a  percent- 
age of  GDP  from  the  current  7.5  percent  that  you  mentioned,  Mr. 
Chairman,  to  the  current  G7  average  of  16.5  percent.  This  is  cru- 
cial to  our  economic  well  being,  as  exporters  have  contributed  most 
of  the  growth  in  the  U.S.  economy  in  the  past  3  years.  The  genera- 
tion of  new  jobs  in  large,  mid-sized,  and  small  firms  in  all  sectors  of 
the  economy  is  vitally  dependent  on  accelerating  that  trend. 

Export  growth  as  a  national  priority  can  be  achieved  by  formu- 
lating a  national  export  development  plan  with  sustained  oversight 
by  the  White  House  to  ensure  strategic  coordination  among  all  of 
the  relevant  Federal  agencies  you  mentioned  a  few  moments  ago. 

Also,  by  having  a  unified  budget,  which  aligns  resources  to  ad- 
vance priorities  of  the  national  plan,  rather  than  having  that 
happen  in  a  higgelty-piggelty  fashion,  encouraging  commercial 
banks  to  provide  export  finance  and  increasing  Federal  export  fi- 
nance programs,  and  by  greater  leveraging  of  U.S.  contributions  to 
international  financial  institutions  to  benefit  U.S.  exporters.  This 
testimony  will  discuss  several  of  those  concepts  from  the  point  of 
view  of  small-  and  mid-size  businesses,  and  will  also  touch  upon  the 
role  of  the  private  sector  in  facilitating  trade  expansion. 

The  preponderance  of  U.S.  exporting  today  is  done  by  Fortune 
1000  companies.  Only  an  estimated  1  in  10  small-  and  mid-size  busi- 
nesses that  could  export  currently  does  so.  Future  growth  must 
come  from  passive  exporters,  those  who  now  export  infrequently, 
and  those  who  have  never  tried.  With  appropriate  leadership, 
training,  and  support,  thousands  of  additional  small-  and  mid-sized 
American  firms  could  successfully  export. 

The  first  obstacle  is  knowledge  and  skill  gaps,  and  fear  of  the  un- 
known. A  second  cluster,  which  you  referenced  in  your  opening  re- 
marks, are  the  numerous  competing  Federal  agencies  in  the  Feder- 
al export  infrastructure.  Most  small-  and  mid-size  companies  do  not 
have  the  know  how,  resources,  and  stamina  to  wind  their  way 
through  the  Federal  exporting  maze. 

Federal  players  currently  trying  to  entice  smaller  firms  into  the 
global  marketplace  include  the  SBA,  Commerce,  EXIM,  and  OPIC. 
Historically,  Commerce  and  the  SBA's  efforts  have  focused  on  en- 


couraging  small-  and  mid-size  businesses  to  go  on  trade  missions,  or 
to  attend  large  export  promotion  events.  While  many  of  these  trade 
missions  are  highly  effective,  the  large  dog  and  pony  shows  that  we 
have  had  in  the  past,  designed  to  encourage  the  multitudes  to 
export,  are  not,  in  our  opinion,  a  good  use  of  taxpayers'  money. 

The  current  deemphasis  on  this  program  is  encouraging.  The 
Government  needs  to  emphasize  sectors  and  markets  where  U.S. 
exporters  have  the  most  potential  for  increased  sales  of  services 
and  value  added  products.  In  addition,  the  Government  should  de- 
velop files  of  successful  small-  and  mid-size  business  exporters,  and 
work  closely — this  next  point  is  very  important — on  an  ongoing 
basis,  with  industries  and  companies  that  are  likely  to  succeed. 

While  EXIM  has  provided  a  portion  of  its  loans  to  funds  that  are 
not  Fortune  1000  companies,  their  programs  are  not  very  well 
known  in  the  small-  and  mid-size  sectors,  and  EXIM  lacks  the  out- 
reach resources  to  involve  smaller  firms,  coupled  with  the  fact  that 
local  banks  are  often  ill-equipped  to  participate  in  these  programs. 

Finally,  while  Commerce  and  other  agencies  have  generated  lit- 
erally tons  of  information  about  doing  business  overseas,  because  of 
the  magnitude  of  the  tonnage,  it  has  often  been  difficult  to  seize 
out  the  golden  nugget  information  and  the  business  opportunities 
from  low-grade  ore.  The  entire  process  needs  to  be  made  more  user- 
friendly  for  small-  and  mid-size  firms,  by  emphasizing  one-stop 
shopping,  improving  access  to  high-quality  information  through  the 
use  of  technology,  increased  mentoring,  successful  exporters  who 
can  help  those  who  are  starting  out,  and  improved  access  to  capital 
and  international  business  relationships. 

More  aggressive  support  of  exporting  would  strengthen  manufac- 
turing and  stimulate  growth  industries,  where  we  currently  have 
mature  domestic  markets.  It  is  very  important  that  any  exporting 
initiatives  include  a  very,  very  aggressive  look  at  the  services  side 
of  the  situation,  currently  the  orphan  child  in  U.S.  export  promo- 
tion. 

Services  are  a  sector  in  which  the  United  States  leads  the  world. 
Two-thirds  of  U.S.  GDP  is  derived  from  services.  Three-fourths  of 
our  workers  are  employed  in  services,  and  private  services  exports 
generated  a  $59-billion  trade  surplus  in  1991,  compared  with  a  $73- 
billion  merchandise  trade  deficit.  The  Government  must  also  im- 
prove services  statistics,  so  that  rational  public  policies  can  be  for- 
mulated. 

Many  economists  believe  that  the  United  States  so  undercounts 
services  that  we  may  not  even  have  a  trade  deficit  at  all.  I  would 
strongly  urge  that  you  look  at  the  small-  and  mid-size  businesses 
and  services  side  of  the  equation. 

The  Government  must  also  improve  coordination  among  Federal 
agencies.  State  and  local  government,  and  the  private  sector.  I 
have  more  in  my  testimony  concerning  that,  but  in  the  interest  of 
time,  I  am  going  to  be  moving  to  some  other  recommendations. 

One  mechanism  for  the  committee  to  explore  would  be  for  the 
Government  to  partner  with  large  corporations  that  are  already 
major  players  in  the  global  economy — IBM,  American  Express, 
AT&T,  and  Federal  Express,  for  example,  and  to  identify  ways  that 
they  can  assist  small-  and  mid-size  companies  in  going  global. 


Another  vehicle  would  be  to  expand  second  tier  exporting  by  le- 
veraging relationships  and  providing  training  and  mentoring  be- 
tween big  business  exporters,  and  their  small-  and  mid-size  busi- 
ness suppliers.  Another  mechanism  could  be  the  creatibn  of  export 
SBDC,  Small  Business  Development  Centers,  based  on  the  superior 
model  developed  in  California,  the  only  one  of  its  type  in  the 
United  States. 

For  these  to  be  successful,  they  require  extensive  private  sector 
involvement,  with  participation  by  current  practitioners,  not  just 
people  who  were  exporters  10  or  15  years  ago. 

Another  high  priority  should  be  placed  on  the  utilization  of  busi- 
ness organizations  and  associations,  to  assist  with  the  challenges  of 
expanding  world  trade.  We  could  adapt  the  international  market 
development  cooperative  programs,  which  are  being  piloted  at 
Commerce,  to  the  needs  of  small-  and  mid-size  business  sectors, 
using  trade  associations  and  business  organizations  as  intermediar- 
ies to  train  their  members  on  how  to  go  global,  and  assist  them  in 
doing  so. 

I  will  give  you  several  examples  of  organizations  that  could  be 
good  market  development  cooperative  programs.  The  National  As- 
sociation of  Women  Business  Owners  represents  the  interests  of  6.5 
million  women  business  owners  in  the  tJnited  States,  a  constituen- 
cy which  employs  more  people  than  all  of  the  Fortune  500  compa- 
nies combined,  and,  as  you  undoubtedly  know,  over  the  past 
decade,  women  have  been  going  into  entrepreneurship  at  a  rate 
twice  that  of  men. 

Of  our  members,  37  percent  are  currently  involved  with  interna- 
tional trade,  or  expect  to  be  soon.  This  is  an  extremely  high  per- 
centage in  terms  of  the  small  business  sector  as  a  whole,  and  it  is  a 
result  of  strategy,  intentionality,  and  international  access. 

We  affiliated  with  the  World  Association  of  Women  Entrepre- 
neurs in  1984,  and  this  is  something  that  is  underwritten  for  us  by 
IBM  Corp.  Since  this  affiliation,  NAWBO  has  conducted  trade  mis- 
sions to  London,  Frankfort,  Madrid,  Tokyo,  Osaka,  Costa  Rica,  and 
Guatemala;  business  exchanges  to  Malaysia,  Russia,  Estonia,  and 
Canada,  hosted  numerous  reverse  trade  missions  and  exchanges, 
and  hosted  a  World  Congress.  We  began  offering  international  pro- 
gramming at  all  of  our  national  meetings  in  the  mid-1980's,  and  en- 
couraged our  50  chapters  to  have  international  chairs. 

The  Capital  Area  chapter,  which  has  a  particularly  aggressive 
international  program,  sponsors  a  monthly  international  breakfast, 
as  well  as  frequent  embassy  receptions  and  international  network- 
ing events,  focused  on  particular  countries  and  regions.  We  also 
have  a  chair  for  every  region  of  the  world,  as  well  as  chairs  for  nu- 
merous countries,  just  in  one  chapter  of  NAWBO. 

We  are  about  to  go  on  line  with  an  E-mail  system.  Our  Italian 
affiliate  is  looking  at  the  same  system,  and  within  the  next  few 
months,  we  expect  to  be  able  to  look  at  international  business  op- 
portunities, and  then  expand  this  to  the  other  26  countries  within 
FCEM. 

Another  vehicle  that  has  extraordinary  potential  is  the  U.S. 
Chamber  of  Commerce.  It  has  2,600  local  and  State  chambers,  1,200 
trade  association  members,  10  bilateral  international  business 
councils,  66  AMCHAMS,  American  chambers  of  commerce  around 


the  world,  and  it  has  a  most  impressive  communications  and  tele- 
communications network. 

The  market  development  cooperative  potential  with  either  of 
those  organizations,  which  I  am  representing  today,  would  be  ex- 
traordinary. 

Finally,  by  establishing  market  development  cooperative  rela- 
tionships with  associations  and  business  organizations  representing 
minorities,  minority-owned  firms,  and  immigrants,  we  could  build 
on  our  rich  multicultural  traditions  as  the  world's  preeminent 
melting  pot,  to  vastly  expand  international  trade  with  the  coun- 
tries of  Asia,  Latin  America,  Africa,  Eastern  Europe,  and  the 
former  Soviet  Union. 

This  concludes  my  prepared  remarks.  My  thanks,  Mr.  Chairman, 
for  the  opportunity  to  testify. 

[Ms.  Littlejohn's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you.  The  next  speaker  will  be  Ms. 
Cole. 

TESTIMONY  OF  SUZANNE  M.  COLE,  VICE  PRESIDENT, 
ANALYTICAL  AND  BIOLOGICAL  LABORATORIES,  INC. 

Ms.  Cole.  Good  afternoon.  I  would  like  to  express  my  apprecia- 
tion to  the  chairman  and  all  the  committee  members  for  inviting 
me  to  testify  today.  I  want  to  emphasize  that  the  promotion  of 
small  business  is  one  of  the  most  important  issues  for  Congress  and 
President  Clinton  to  address. 

As  global  competitive  pressures  increase,  large  businesses  are  be- 
coming small  businesses.  We,  as  a  country,  have  too  often  ignored 
this  very  important  segment  of  the  economy,  which  has  created 
and  will  create  the  majority  of  new  employment  and  new  invest- 
ment in  the  United  States.  Unlike  ever  before  in  American  history, 
small  businesses  are  emerging  as  the  apex  of  new  development  and 
hope  for  many  of  America's  workers. 

Small  businesses  like  A&B  will  play  a  key  role  in  expanding  our 
current  economy.  Over  75  percent  of  new  employment  in  this  coun- 
try will  take  place  because  of  small  businesses.  The  small  business 
of  today  is  a  lean  operation,  which  has  created  a  track  record  of 
performance  while  minimizing  costs.  These  businesses  are  more  re- 
sponsive to  changing  market  conditions. 

For  example,  look  at  the  changes  which  have  occurred  in  the  last 
10  years.  Soon,  Microsoft  will  be  worth  more  than  IBM.  Small  busi- 
nesses have  often  provided  the  leadership  for  change  and,  in  many 
cases,  have  been  the  leaders  in  development  of  new  technology. 

The  role  of  exports  is  important  to  the  State  of  Michigan,  as  well. 
Nationally,  Michigan  ranks  fourth  in  value  of  manufactured  ex- 
ports, just  behind  California,  Texas,  and  Ohio.  Employment  related 
to  manufactured  exports  in  Michigan  is  8  percent  higher  than  the 
national  average  at  57.9  percent. 

Employment  is  also  expanding  in  export-related  employment. 
From  1984  through  1987,  there  was  a  net  increase  of  38,100  jobs  di- 
rectly resulting  from  exporting.  Approximately  27  percent  of 
Michigan  manufacturers  export  some  products. 

The  small  exporter  is  fundamentally  different  from  the  large  ex- 
porter. Many  large  corporations  dedicate  several  employees  on  a 


full-time  basis  to  handle  every  aspect  of  exporting.  Shipping  prob- 
lems, border  delays,  legal  hurdles  to  exporting  as  well  as  develop- 
ing a  country  by  country  marketing  program  are  all  within  the 
reach  of  a  large  exporter. 

Small  companies  often  have  one  person  who  performs  all  these 
functions  and,  oftentimes,  have  operational  oversight  responsibil- 
ities. I  am  an  example  of  this  type  of  individual.  Small  companies 
often  do  not  have  the  manpower  of  financial  flexibility  necessary  to 
manage  each  of  these  specialized  functions.  As  I  indicated  earlier, 
in  order  for  small  companies  to  compete,  they  m.ust  be  lean,  and 
have  the  flexibility  to  react  to  sudden  market  changes. 

I  participated  in  the  Small  Business  Administration's  recent 
trade  mission  to  Mexico  from  August  31  through  September  4, 
1992.  I  was  very  impressed  with  Ms.  Kathy  Parker  and  the  work 
that  she  and  the  SBA  did  in  preparing  participants  for  the  mission. 
She  assisted  us  by  providing  market  analysis  data,  geographical, 
economic,  and  governmental  information.  She  worked  extremely 
well  in  cooperation  with  the  Foreign  Service  to  provide  qualified 
business  leads  to  each  of  the  participants,  something  which  small 
businesses  would  not  have  the  time  or  financial  backing  to  accom- 
plish without  the  SBA. 

She  went  the  extra  mile  to  meet  the  needs  of  each  participant. 
Without  the  assistance  of  an  entity  like  the  SBA,  small  businesses 
such  as  A&B  would  never  have  the  opportunity  to  identify,  much 
less  meet  one  on  one  with  qualified  candidates. 

It  has  been  my  experience  that  the  SBA  understands  the  needs 
of  small  businesses,  and  is  thus  much  more  responsive  to  their  par- 
ticular needs  than  any  other  Government  agency.  I  had  an  oppor- 
tunity to  participate  in  a  trade  mission  sponsored  by  the  Michigan 
Department  of  Commerce.  The  manner  in  which  the  mission  was 
structured  centered  more  on  medium-  and  large-size  companies. 
The  Michigan  Department  of  Commerce  left  most,  if  not  all,  of  the 
identification  of  business  contacts  and  scheduling  of  meetings  up  to 
the  participants.  Large-  and  medium-size  companies  that  have  the 
staff  to  perform  these  duties  would  not  be  concerned.  However, 
small  companies,  such  as  A&B,  would  be  at  a  disadvantage  and 
could  not  optimize  its  investment. 

I  elected  not  to  participate  in  the  mission,  as  I  did  not  believe  I 
would  have  the  opportunities  that  were  presented  to  me  during  the 
SBA  mission. 

The  SBA's  responsiveness  in  providing  small  businesses  the  op- 
portunity to  visit  Mexico  before  any  other  Government  agency,  in- 
dicates to  me  the  responsiveness  and  ability  to  the  SBA  to  meet  the 
needs  of  small  business. 

However,  there  is  a  need  for  greater  outreach  to  America's  small 
business.  Many  small  companies  don't  understand  the  opportuni- 
ties exporting  provides  them.  Many  don't  know  about  the  assist- 
ance the  SBA  can  provide  them  with.  I  believe  more  funds  should 
be  allocated  to  the  communication  of  services  available,  in  an  ex- 
panded effort  to  reach  small  businesses  with  this  information. 

Creating  a  good  environment  for  exporters  is  one  way  Govern- 
ment can,  indeed,  please  the  business  community.  You  cannot 
select  a  better  time  to  export.  From  continent  to  continent  and 
hemisphere  to  hemisphere,  liberty  is  on  the  march.  Everywhere, 
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free  market  economies  are  emerging,  creating  new  opportunities 
for  world  peace  and  prosperity. 

Along  with  this  opportunity  comes  many  challenges.  Battles 
today  are  not  fought  between  armies,  they  are  between  the  eco- 
nomic interests  of  countries.  In  this  competition,  commerce  is 
America's  front  line  for  a  winning  economic  strategy. 

However,  if  the  U.S.  Government  does  not  take  a  proactive 
stance  toward  helping  small  businesses  financially,  other  countries, 
such  as  Japan,  will  completely  monopolize  the  environmental  mar- 
ketplace. Trade  and  aid  have  always  been  interconnected.  Often, 
foreign  aid  has  been  used  to  open  new  national  markets. 

The  United  States  required  European  recipients  of  Marshall  plan 
assistance  in  the  1940's  to  purchase  Canadian  or  American  grain, 
effectively  changing  European  trading  patterns  and  bolstering  U.S. 
agricultural  exports. 

The  Japanese,  now  the  largest  providers  of  overseas  development 
assistance,  provide  up  to  $4  billion  a  year  in  credits  to  purchase 
pollution  control  equipment  manufactured  in  Japan.  This  goes  a 
long  way  to  explain  Japan's  increasing  dominance  in  supplying 
this  equipment  at  the  expense  of  the  U.S.  pollution  control  manu- 
facturers who,  incidentally,  receive  little  assistance  or  encourage- 
ment from  the  U.S.  Government. 

The  rules  and  regulations  of  the  Federal  Government  are  stifling 
small  business'  access  to  capital.  Without  access  to  capital,  busi- 
nesses cannot  grow,  and  the  percentage  of  small  businesses  export- 
ing goods  or  services  will  not  increase.  Lending  practices  have  to 
become  more  lenient  in  order  for  small  businesses  who  need  the 
funding  to  have  access  to  it.  Startup  companies,  in  particular,  have 
no  where  to  turn  if  they  want  to  export. 

Small  businesses,  which  have  been  in  operation  for  1  to  3  years 
and  could  produce  excellent  products  or  provide  technical  services, 
find  that  securing  funding  is  extremely  difficult. 

If  the  U.S.  Government  and  the  SBA  does  not  take  the  lead  in 
making  funds  more  available  to  these  businesses,  they  will  go  else- 
where to  find  the  funding  in  some  areas,  such  as  Japan.  Some  of 
Japan's  largest  import-export  trading  companies  are  beginning  to 
target  and  solicit  small  businesses  that  need  funding.  The  Japanese 
are  always  interested  in  niche  markets  such  as  environmental  ex- 
ports. The  Japanese  recognize  that  small  businesses  are  the  back- 
bone of  America,  not  big  businesses,  and  they  provide  ample  oppor- 
tunities. 

In  1992,  the  United  States  was  the  largest  and  most  productive 
economy  in  the  world.  We  are  5  percent  of  the  world's  people  pro- 
ducing 25  percent  of  the  goods  and  services.  Yet,  we  have  much 
room  for  growth.  Every  $1  billion  in  exports  creates  over  1,900  jobs, 
but  only  one  in  three  American  companies  that  could  export  actu- 
ally does  so. 

Merchandise  exports  account  for  7.4  percent  of  our  GDP,  com- 
pared to  an  average  of  19  percent  among  our  major  trading  part- 
ners. Expanding  our  exports  to  old  markets  and  locating  new  mar- 
kets will  keep  the  United  States  aware  in  the  global  economic  com- 
petition while  creating  jobs  and  prosperity  at  home. 

In  1993,  U.S.  companies  are  beginning  to  ignite  a  hidden  boom  in 
services  exports.  This  boom  not  only  enriches  the  companies,  but 


also  creates  several  high  paying  jobs  in  the  United  States.  Service 
jobs  traditionally  provide  fewer  jobs  than  manufacturing  exports 
would  bring.  Suppliers  of  services  include  giants  such  as  McDon- 
ald's and  Walt  Disney  Co.,  but  also  include  thousands  of  small  busi- 
nesses, that  derive  a  substantial  amount  of  their  annual  revenue 
from  exporting. 

These  companies  are  exporting  information,  know  how,  creativi- 
ty, and  technology,  elements  the  rest  of  the  world  yearns  for.  Infor- 
mation is  as  much  a  product  as  an  automobile;  however,  not  many 
people  view  services  in  this  light. 

Opportunities  arise  for  companies  such  as  A&B  because  of  the 
company's  long-time  involvement  with  the  very  problems  other 
companies  are  confronted  with  and  are  just  beginning  to  react  to. 

The  third  role  the  Government  can  perform  is  to  expand  its  tech- 
nical assistance  programs  for  small  businesses.  Many  small  busi- 
nesses do  not  have  the  manpower  or  resources  to  enter  the  export 
market.  Small  business  can  receive  a  tremendous  boost  by  receiv- 
ing assistance  for  marketing,  market  identification,  and  legal  and 
technical  exporting  information. 

Fourth,  the  Government  can  expand  loan  assistance  to  small 
businesses  that  want  to  enter  the  export  market.  The  startup  cap- 
ital which  is  needed  can  be  a  key  factor  to  many  small  businesses 
that  want  to  export,  but  are  lacking  financial  resources. 

Companies  that  have  been  successful  for  many  years,  but  have 
experienced  difficulties  in  certain  geographies  due  to  intense  com- 
petition, also  need  assistance  to  export.  Increased  funding  to  small 
businesses  will  open  up  trade  and  export  markets  to  many  entre- 
preneurs. Increased  funding  to  small  businesses  could  boost  the 
U.S.  economy  significantly.  Many  small  businesses  in  this  country 
are  struggling  and  fighting  to  compete  in  mature  markets.  The 
export  market  offers  these  companies  new  opportunities,  new  mar- 
kets which  are  just  beginning.  Thank  you  very  much. 

[Ms.  Cole's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you  very  much,  Ms.  Cole.  Both  of 
your  testimonies  were  excellent,  and  I  appreciate  you  taking  the 
time  to  come  here  today.  We  would  now  like  to  ask  you  a  few  ques- 
tions, kind  of  pick  your  brain  on  your  experiences  and  expertise 
that  you  have. 

I  want  to  get  each  of  your  opinions  first  on  the  effectiveness  of 
trade  shows. 

Ms.  Cole.  Well,  I  think  that  trade  shows  are  a  good  vehicle  for 
companies  that  are  new  to  export,  that  are  exploring  the  export 
arena,  to  get  a  good  idea  of  opportunities  that  are  available  to 
them. 

It  has  been  my  experience  at  export  shows  that  quite  a  plethora 
of  information  is  available,  in  terms  of  aid  that  is  available  for  ex- 
porting and  services.  For  the  small  company  that  really  doesn't 
know  the  function  of  the  SEA  or  DOC,  I  think  that  one  of  these 
trade  conferences  or  exhibitions  is  a  wonderful  way  of  finding  that 
out. 

Ms.  LiTTLEJOHN.  I  would  agree  with  that  very  much.  I  think  you 
can  also  make  some  excellent  contacts  at  those  things,  and  you 
then  know  people  to  follow  up  with  at  particular  events.  I  think 
the  more  organized  they  are,  the  more  time  they  also  provide  an 


10 

opportunity  for  networking,  the  more  valuable  they  are.  They're 
excellent  for  getting  an  overview. 

Chairman  Sarpalius.  If  we  are  going  to  become  more  competi- 
tive in  the  world  market,  we  need  to  probably  be  more  aggressive 
like  Japan,  as  you  mentioned  in  your  testimony,  on  identifying 
markets  overseas.  I  would  like  to  get  both  of  your  opinions  on 
whether  or  not  you  think  we  are  doing  an  efficient  job  on  identify- 
ing markets  overseas,  bringing  those  opportunities  to  American 
businesses  over  here,  and  what  we  could  do  to  try  and  improve  in 
this  area? 

We  do  a  lot  over  here  on  trying  to  help  small  businesses  estab- 
lish markets,  but  are  we  working  aggressively  to  identify  markets 
in  other  countries? 

Ms.  LiTTLEJOHN.  I  think  there  are  pieces  of  real  action  and  activi- 
ty along  those  lines.  One  of  the  problems  is,  though,  the  link  with 
the  people  who  should  be  on  the  receiving  end  of  that  information. 

If  you  look  at  the  G7  countries  or  the  G24  countries,  they  have 
much,  much  tighter  links  along  those  lines.  There  is  more  cornmu- 
nication,  more  relationship,  more  meetings  where  the  business 
sector  and  the  public  sector  people  involved  with  export  are  talk- 
ing. There  is  a  much  better  developed  informal  infrastructure,  as 
well  as  formal  infrastructure,  for  communicating  those  things. 

Within  the  Department  of  Commerce,  a  great  deal  is  known 
about  some  of  these  particular  sectors,  not  only  sectors,  but  par- 
ticular products  and  particular  countries  that  need  those  particular 
products  or  services.  But  that  is  not  very  well  communicated  to  the 
industry  sectors,  in  my  opinion. 

I  have  had  the  pleasure  of  participating  in  a  number  of  meetings 
of  the  international  trade  promotion  group  of  the  National  Associa- 
tion of  Manufacturers.  This  is  a  loose,  fairly  ad  hoc  group  of  about 
20  associations  in  different  industry  sectors,  that  meet  over  a 
brown  bag  lunch  about  10  times  a  year.  They  have  been  inviting 
people  from  the  Department  of  Commerce — it  could  just  as  well  be 
the  SB  A,  but  I  don't  think  that's  actually  happened  yet— to  discuss 
some  of  the  sectoral  needs,  information  linkages,  what  could  be  of- 
fered electronically  via  faxes,  or  other  kinds  of  information  services 
they  can  communicate  to  their  members. 

They  have  not  really  focused  on  the  small-  and  mid-size  sectors, 
per  se.  They're  looking  more  at  generic  things  than  manufacturing. 
No  such  infrastructure  vehicle  or  communications  vehicle  for  im- 
proving things  along  those  lines  really  exists  in  quite  as  focused  a 
way  with  the  small-  and  mid-size  business  sector.  I  think  creating 
opportunities  for  those  kinds  of  dialogs  would  then  be  very  impor- 
tant. 

I  think  we  also  have  to  look  at  the  antitrust  issues  in  terms  of 
how  associations  can  appropriately  deal  with  encouraging  their 
small-  and  mid-size  members  to  move  into  international  markets, 
and  so  forth.  But  there  is  a  very,  very  important  link  that  associa- 
tions play  in  Japan,  Germany,  and  much  of  Europe,  much  of  the 
rest  of  Asia,  that  we  really  don't  have  in  this  country.  We  need  to 
build  that  link,  because  a  lot  is  falling  through  the  cracks  because 
of  the  lack  of  the  linkage. 
Chairman  Sarpalius.  Ms.  Cole. 
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Ms.  Cole.  I  have  to  agree.  In  Japan  and  Europe,  in  particular,  I 
know,  I  can  speak  with  experience  from  the  automotive  and  chemi- 
cal side,  industry  and  Government  work  much  more  in  concert 
with  each  other  than  they  do  here  in  the  United  States.  One  of  the 
reasons  here  in  the  United  States,  just  as  Ms.  Littlejohn  stated,  is 
because  of  antitrust. 

I  think  that  it  can  go  a  long  way  toward  facilitating  communica- 
tion that  the  Department  of  Commerce  or  the  SBA  could  create,  if 
you  would,  a  working  committee  comprised  of  multinational  based 
U.S.  corporations  in  some  of  the  small  businesses  which  supply 
goods  and  services  to  them. 

Speaking  from  my  experience,  A&B  was  able  to  identify  some 
areas  in  Mexico,  because  of  some  of  the  multinational  clients  that 
we  have,  that  we  provide  services  for  here  in  the  United  States. 
They  had  a  need,  and  they  confronted  us  with  the  possibility  of 
pursuing  the  export  market. 

I  think  that  these  multinational  companies  have  a  very  good 
view  of  their  needs  in  other  countries,  and  that  can  facilitate  small 
businesses  in  identifving  niche  opportunities  in  export  markets. 
One  thing  that  I  don  t  see  happening  right  now  is  the  communica- 
tion between  large  and  small  companies  here  in  the  United  States, 
to  the  extent  that  I  think  it  should  take  place. 

Having  Government  take  the  lead,  I  think,  would  go  a  long  way 
toward  facilitating  that  communication. 

Ms.  Littlejohn.  Mr.  Chairman,  if  I  could  add  to  that  point  as 
well,  I  had  mentioned  in  my  testimony  that  I  thought  that  second 
tier  opportunities  were  really,  really  important  opportunities  in 
terms  of  those  kinds  of  communications  happening  between  large 
and  small  companies. 

Often,  large  companies  have  training  programs  for  their  small 
business  suppliers.  It  could  be  through  TQM  training  or  many 
other  kinds  of  training  that  they  have  with  their  suppliers.  That  is 
the  perfect  opportunity  to  educate  them  about  second  tier  export- 
ing opportunities,  as  well  as  third  tier,  in  terms  of  after-market  op- 
portunities, because  if  you're  an  automotive  manufacturer,  and 
you're  a  supplier  of  bumpers,  say,  to  the  automotive  industry  in 
the  United  States,  and  GM,  Ford,  or  Chrysler  are  selling  to  a  par- 
ticular country,  then  as  bumpers  get  dented  and  so  forth,  they're 
going  to  need  to  have  replacement  bumpers. 

So,  the  bumper  manufacturer  has  the  capability  of  looking  at 
that  market.  We  absolutely  do  not  create  those  linkages  right  now, 
so  there  are  enormous  built-in  market  opportunities  that  have 
never  been  created,  because  we  haven't  thought  about  it  strategi- 
cally and  looked  at  the  flow-through  and  the  continuum. 

Chairman  Sarpalius.  It  seems  to  me  that  both  of  you  are  abso- 
lutely correct  that  if  we  are  going  to  be  more  competitive  in  world 
markets,  we  have  to  be,  in  my  opinion,  more  aggressive  in  identify- 
ing those  markets.  But  then,  once  you  identify  them,  we  must  be 
able  to  link  them  up  with  businesses  here  that  can  take  advantage 
of  those  opportunities. 

The  Japanese  are  becoming  extremely  aggressive  in  that  area, 
and  have  been  very  successful.  This  is  probably  one  of  the  areas 
that  we  lack  in  most,  in  my  opinion,  as  far  as  not  being  able  to 
meet  those  demands.  It  is  all  based  on  supply  and  demand.  If  there 
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is  a  demand  out  there,  and  we  have  the  supply,  we  ought  to  be  able 
to  provide  that  supply  to  meet  the  demand. 

Both  of  you  mentioned  lending  programs  that  we  have.  I  would 
like  to  get  your  opinion  on  the  lending  programs  that  we  have 
available  to  help  small  businesses  export.  Which  ones  are  the  most 
effective,  and  which  ones  are  not? 

Ms.  Cole.  Well,  I  think  that  the  SBA  has  gone  a  long  way  toward 
refining  their  ERLC  loans,  and  that  is  very  effective  to  exporters.  I 
think  that  some  of  the  programs  that  they  have  targeted  at  export- 
ers are  very,  very  good.  I  think  that  in  approaching  Eximbank  for 
funding,  it  s  very  difficult  to  secure  if  you're  a  small  company. 
They,  in  my  personal  opinion,  cater  more  toward  large  businesses, 
and  it's  very,  very  difficult  unless,  as  in  my  case,  we  do  not  actual- 
ly manufacture  a  product,  we  provide  a  service.  So,  I  think  that 
we're  at  a  disadvantage  in  that  we  are  not  a  manufacturer. 

So,  I  think  that  if  Eximbank  is  going  to  focus  in  part  on  small 
businesses,  some  of  their  practices  or  guidelines,  if  you  will,  are 
going  to  have  to  be  relaxed,  because  they  tend  to  put  a  priority  on 
manufacturers  from  large  companies. 

Ms.  LiTTLEJOHN.  I  would  agree  with  that.  I  would  add  that,  and  I 
said  this  in  my  testimony,  EXIM  is  not  very  well  known  by  the 
small  business  sector.  EXIM  is  fairly  small,  I  think  maybe  500  em- 
ployees or  so,  and  they  don't  really  have,  in  my  opinion,  a  very  ef- 
fective intermediary  mechanism  for  getting  their  communications 
out  to  the  small  business  sector. 

Some  years  ago,  they  did  attempt  to  get  the  small  business  orga- 
nizations interested  in  their  new  focus  on  small  business.  At  that 
moment  in  time,  there  was  not  that  much  understanding  of  export- 
ing within  the  small  business  sector,  and  it  really  didn't  come  to 
much  of  anything. 

I  think  we  need  to  reenergize  and  regalvanize  that  relationship. 
Wa  need  to  come  up  with  much  more  effective  methods  of  educat- 
ing the  business  organizations,  the  small  business  associations,  the 
trade  associations  on  what  the  opportunities  are,  or  the  banks  that 
focus  on  small-  and  mid-size  business  lending,  so  that  there  is  a  ve- 
hicle that  can  assist  with  the  process. 

But  another  key  piece  of  education  needs  to  be  done  with  the 
banks  in  the  country,  and  there  is  enormous  ignorance  on  the  im- 
portance of  exporting,  on  the  mechanics  of  exporting.  Ms.  Cole 
mentioned  in  her  testimony  the  difficulty  with  services  financmg. 
That  is  really  a  huge  problem,  and  it's  not  just  in  the  exporting 
area.  I  mean,  that's  a  problem  in  the  domesiic  economy  as  well.  I 
think  banks  much  better  understand  the  good  side  of  things  than 
the  services  and  the  intangible  side.  It  becomes  an  enormous  bar- 
rier when  you're  talking  about  the  exporting  of  services. 

If  there  were  an  initiative  in  which  the  SBA  and  the  banking 
community  were  to  look  at  exporting  by  small-  and  mid-size  busi- 
nesses, including  a  component  relating  to  exporting  of  services,  I 
think  that  would  be  a  very,  very  valuable  addition.  We're  talkmg 
close  to  zero  level  of  comprehension  in  that  area. 

It's  hard  enough  for  small-  and  mid-size  businesses  to  embark 
upon  something  like  this,  because  they  don't  understand  the  lan- 
guages, they  don't  understand  the  countries,  the  laws,  the  regula- 
tions, et  cetera.  You  add  into  that  equation  not  being  able  to  get 
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the  capital  to  move  ahead,  and  it's  just  overwhelming.  A  lot  of 
people  are  not  going  to  move  off  the  starting  line  because  of  that. 

Chairman  Sarpalius.  As  we  mentioned  earlier,  we  have  any- 
where from  10  to  19  different  agencies  that  have  over  100  programs 
relating  to  exports.  As  we  explore  the  possibility  of  trying  to 
streamline  and  do  a  more  efficient  job  in  providing  assistance  to 
small  businesses  out  there,  we  will  hear  testimony  from  each 
agency  that  feels  like  they've  got  the  best  programs. 

I  am  curious,  since  each  one  of  you  work  actively  with  these 
agencies,  if  you  had  a  friend  who  called  you,  and  wanted  to  export 
a  product,  and  wanted  some  assistance  from  the  Federal  Govern- 
ment, which  agency  would  you  send  them  to? 

Ms.  Cole.  Well,  I  would  suggest  a  combination.  If  they  were  new 
to  export,  I  would  have  them  contact  the  SBA,  because  I  think  the 
SBA  provides  a  niche  that  none  of  the  other  Federal  agencies  pro- 
vide, and  that  is  helping  small  businesses  that  are  thinking  about 
exporting  develop  a  working  knowledge  of  the  market  they're  look- 
ing at.  The  SBA  also  provides  enough  market  information  to  the 
company  so  that  they  can  decide,  perhaps  this  is  not  the  market  we 
want  to  pursue.  Perhaps  we  want  to  pursue  China  instead  of 
Mexico.  So,  I  think  in  the  initial  stages,  the  SBA  does  a  fantastic 
job  of  helping  small  businesses. 

The  Department  of  Commerce's  Programs,  I  think,  are  geared 
more  toward  companies  that  already  know  they  want  to  export. 
They  know  exactly  what  they  are  going  to  export,  and  they  have 
the  fundamental  working  knowledge  of  the  customs  as  well  as  the 
legal  framework  of  the  country  that  they  want  to  export  to. 

So,  I  think  that  a  combination  of  a  number  of  services  offered 
would  be  the  appropriate  way  to  go. 

I  would  also  suggest  to  the  small  business  to  try  to  identify 
larger  companies  that  are  already  doing  business  in  the  targeted 
area  that  they  are  looking  at  for  exporting,  because  they  can  pro- 
vide a  wealth  of  information,  simply  from  the  standpoint  of  helping 
them  overcome  barriers  that  they  have  been  confronted  with,  and 
giving  them  advice  on  areas  to  pursue  that  they  may  not  have  al- 
ready thought  about. 

So,  I  think  that  there's  a  combination  of  services,  as  well  as  par- 
ticipating in  the  trade  mission  to  that  particular  country.  Because, 
if  it  is  a  small  business,  chances  are  they  don't  have  the  financial 
wherewithal  to  be  able  to  set  up  appointments  with  businesses  that 
would  be  interested  in  purchasing  their  goods  or  services.  I  think 
the  SBA  goes  a  long  way,  in  concert  with  the  Foreign  Commercial 
Service,  to  provide  this  to  small  businesses. 

Ms.  LiTTLEJOHN.  I  would  also  not  be  able  to  mention  just  one 
agency.  I  would  mention  the  same  two  agencies  that  Ms.  Cole  did 
in  her  testimony. 

I  don't  know  Ms.  Cole,  but  I  assume  both  of  us  have  established  a 
number  of  relationships  in  both  the  SBA  and  Commerce.  A  big 
part  of  moving  toward  your  objective  is  really  knowing  who  to  go 
to  for  what  information,  and  who  you  can  access,  who  will  give  you 
reliable  information,  who  will  return  your  phone  calls  in  a  timely 
fashion,  who  has  timely  information,  as  well  as  good  private  sector 
information  that  you  can  go  to. 
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I  personally  feel  like  I  have  excellent  working  relationships  with 
both  the  SBA  and  Commerce.  NAWBO  and  the  chamber  have  both 
had  excellent  working  relationships,  so  we  know  how  to  work  our 
way  through  the  mazes. 

The  SBA  and  Commerce  have  worked  very,  very  closely  with 
NAWBO  through  the  years,  and  that  really  is  how  NAWBO  got  as 
proactive  in  international  trade  as  it  did.  Individual  people  within 
the  SBA  and  Commerce  decided  that  this  was  very  sexy,  the  idea  of 
having  women  business  owners  involved  with  international  trade. 
They  were  particularly  captivated  by  the  idea  of  women  business 
owners  selling  in  Japan.  That  initiative,  by  the  way,  we  worked  out 
with  the  SBA  and  Commerce,  going  all  the  way  back  to,  I  believe, 
1986,  when  it  was  a  particularly  outrageous  undertaking. 

But  having  that  kind  of  information  at  your  fingertips  is  quite 
vital.  In  my  experience.  Commerce  has  much  better  sectoral  and 
industry-specific  information  and  country-specific  information  than 
the  SBA  does  at  this  point  in  time.  The  SBA  is  much  more  willing 
to  hold  your  hand,  though,  and  help  you  walk  through  the  process 
than  is  the  case  with  Commerce. 

I  would  also  say  that  Commerce's  country  knowledge  is  much 
more  in  depth  than  the  SBA's.  It  has  many,  many  more  people  who 
are  there  to  help  you  with  that  process.  There  have  been  some  very 
good  memos  of  understanding  in  terms  of  joint  initiatives  between 
the  SBA  and  Commerce  on  trade  missions  and  other  things,  so,  I 
think  that's  an  area  where  there  is  a  great  deal  of  potential. 

I  would  also  like  to  say  that  I  think  there  is  real  utility  in  doing 
some  piloting  that  is  country  specific.  The  hottest  export  area  for 
the  United  States  in  product  area  after  product  area,  service  area 
after  service  area  is  Mexico,  where  they  think  that  goods  and  serv- 
ices from  the  United  States  are  the  most  exciting  thing,  practically, 
in  the  history  of  the  world.  They  are  rabidly  interested  in  buying 
from  us.  There  are  enormous  opportunities. 

There  are  other  countries  in  Latin  America  where  there  are  ex- 
cellent opportunities.  The  growth  in  the  Mexican  economy,  because 
of  many  of  the  major  changes  that  have  been  going  on  there  in 
terms  of  privatization  and  economic  reforms,  is  remarkable.  I  do 
not  think  that  it's  effective  to  do  100  companies  simultaneously,  en- 
couraging U.S.  firms  to  move  into  everyone  of  those  countries. 

I  think  it  would  be  very  exciting  to  target  three  to  five  countries 
where  we  thought  there  was  enormous  export  potential  for  small- 
and  mid-size  businesses.  I  think  Mexico  and  Latin  America  are 
among  those  areas.  I  think  Canada,  even  though  it's  had  a  number 
of  economic  problems;  I  think  those  are  appropriate  areas.  There's 
a  great  deal  of  growth,  also,  in  a  number  of  countries  in  Asia, 
where  I  think  U.S.  goods  and  services  have  real  potential. 

The  leading  edge  aspect  of  many  of  American  services,  along  the 
lines  of  some  of  the  things  Ms.  Cole  was  saying  in  her  testimony, 
extraordinary  potential.  We  are  5  years  ahead  of  the  rest  of  the 
world  in  many  of  those  technology-based  services,  other  services, 
and  health  care,  et  cetera,  and  I  think  those  are  opportunities  we 
need  to  encourage  our  small-  and  mid-size  firms  to  move  in. 

Ms.  Cole.  I  would  just  like  to  add  that  I  agree  with  Ms.  Little- 
john.  In  the  environmental  area,  however,  I  can  say  succinctly  that 
we  are  at  least  20  years  ahead  of  where  Mexico  is  at,  as  well  as 
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China.  China  is  a  very  big  emerging  area,  even  though  it  still  is 
under  communist  dictatorship.  It  offers  a  tremendous  amount  of 
opportunity  to  U.S.  firms  to  export  environmental  control  technolo- 
gy, as  well  as  services. 

Ms.  LiTTLEJOHN.  Not  just  in  the  environmental  area;  if  I  were 
picking  two  countries,  I  probably  would  pick  Mexico  and  China,  if  I 
were  adding  an  Asian  country.  Extraordinary  potential  in  sector 
after  sector. 

Chairman  Sarpalius.  Let  me  share  with  you  one  statistic  we 
came  up  with  in  reading  through  the  testimony  of  different  people 
while  gathering  information. 

We  have  eight  trade  officers  in  Canada.  Canada  has  112  in  the 
United  States,  going  out,  trying  to  find  markets.  That  is,  in  my 
opinion,  a  real  weakness  and  a  real  opportunity  we  are  letting  slip 
by. 

Ms.  LiTTLEJOHN.  They  spend  25  times  as  much  on  export  promo- 
tion as  the  United  States  spends,  per  capita. 

Chairman  Sarpalius.  Let  me  call  on  our  minority  leader  of  the 
subcommittee,  Mr.  Hefley,  to  see  if  he  would  like  to  ask  any  ques- 
tions or  make  a  statement. 

Mr.  Hefley.  Thank  you,  Mr.  Chairman.  I  apologize  for  not  get- 
ting in  on  all  your  testimony.  It  is  fascinating,  the  part  I  did  get  in 
on.  Both  of  you  seem  to  have  very  good  relationships  with  the 
export  agency.  If  you  have  talked  about  this  in  your  testimony,  let 
me  know,  and  I  can  read  it  in  your  testimony.  I  do  not  want  to 
repeat  it  for  everybody,  but  I  just  was  curious  about  how  you  devel- 
oped these,  and  what  kind  of  roadblocks  are  there  for  developing 
these  kind  of  relationships? 

Ms.  LiTTLEJOHN.  For  me,  I  think,  being  in  Washington  has  been  a 
real  plus.  I  have  been  extremely  interested  in  international  trade 
for  many  years.  I've  lived  out  of  the  United  States  for  10  years.  It's 
been  just  a  matter  of  getting  to  know  people  over  time,  and  putting 
together  a  network  along  those  lines. 

Mr.  Hefley.  So,  just  working  at  it? 

Ms.  LiTTLEJOHN.  That's  exactly  correct,  and  I'm  sure  that's  true 
in  some  field  situations.  Obviously,  you  don't  have  the  country  ex- 
pertise out  in  the  field  as  much  as  you  do  in  the  Washington  area. 
But  if  you  have  one  person  who  starts  off  as  your  advocate  within  a 
particular  agency,  and  if  they  are  interested  in  your  comyiany  or 
your  industry  or  your  association,  they  can  really  help  move  you  to 
someone  else. 

So,  if  I  want  to  export  ball  bearings,  for  example,  the  ball  bear- 
ing specialist  is  someone  who  I've  developed  a  relationship  with, 
then  that  person  can  say,  these  are  the  three  markets  that  are  ter- 
rific, and  call  my  friend  who's  the  desk  officer  in  these  three  coun- 
tries. That's  why,  when  we  were  talking  about  trade  shows  earlier, 
you  have  the  opportunity  for  meeting  real  people  to  whom  you 
then  are  other  than  just  someone  who's  pestering  them  on  the  tele- 
phone. 

I  think  that  is  critically  important,  building  those  relationships.  I 
think  we  need  to  do  more  to  create  those  kinds  of  meaningful  link- 
ages. I  realize  that  your  committee  does  not  have  jurisdiction  over 
Department  of  Commerce,  but  one  of  the  ideas  that  was  discussed 
by  some  of  the  Commerce  people  I  was  chatting  with  a  couple  of 
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months  ago  was  having  the  equivalent  of  account  executives  for 
particular  industries,  and  having  those  account  executives  kneeling 
with  trade  associations,  to  jointly  map  out  what  kinds  of  interna- 
tional initiatives  they  were  interested  in  focusing  on  for  that  1-  or 
2-year  period. 

Now,  there  was  no  thinking  about  how  small-  and  mid-size  busi- 
ness might  be  connected  into  that,  but  if  you  had  people  out  of  the 
international  office  at  the  SBA  also  paying  attention  to  that,  and  if 
you  had  people  from  the  private  sector  who  were  involved  with  ex- 
porting also  participating  in  that,  you  would  start  getting  some 
real  movement  along  those  lines.  I  think  the  idea  of  account  execu- 
tives by  industry  sectors  is  a  very,  very  interesting  one. 

Mr.  Hefley.  Ms.  Cole. 

Ms.  Cole.  Well,  I  have  to  agree.  I  think  maybe  I'm  an  exception 
to  the  rule  because  of  the  area  in  which  I'm  located.  I'm  located  in 
the  Greater  Detroit  area,  so  the  manufacturers  in  Detroit  know 
first  hand  that  they  have  to  compete  on  a  global  basis,  that  they 
can  no  longer  think  of  the  world  as  being  only  the  United  States. 

So,  I  think  there's  incentive  on  behalf  of  the  geographical  loca- 
tion I'm  in,  as  well  as  some  of  our  major  clients  that  include  Gen- 
eral Motors,  Ford,  Chrysler,  DuPont,  Dow,  et  cetera.  They  are  defi- 
nitely engaged  in  work  internationally,  and  so,  through  our  liaison 
with  these  various  people,  we  have  been  able  to  develop  strong 
working  relationships  with  the  people  who  do  exporting  for  these 
major  corporations.  So,  I  was  able  to  find  out  the  types  of  opportu- 
nities that  are  available. 

Instead  of  having  to  fight  over  I'ZOth  of  the  piece  of  pie  here  in 
the  United  States,  you  can  go  to  Mexico  or  China  and  compete  for 
a  market  share  very  readily,  and  9  times  out  of  10,  you're  able  to 
really  increase  your  profit  margins  as  well  as  your  outreach. 

However,  I  do  think  that  through  working  on  the  RCRA  Revision 
Subcommittee,  that  I  have  been  able  to  develop  a  lot  of  contacts 
here  in  Washington.  I  did  have  the  occasion  to  meet  some  of  the 
people  who  served  on  the  President's  export  council,  who  more  or 
less  were  encouraging  exporting  at  that  particular  time. 

I  think  that  the  RCRA  round  table  is  a  good  example  of  what 
could  happen.  On  the  RCRA  round  table  there  are  small-  as  well  as 
large-size  businesses  that  interact  on  a  monthly  basis,  and  I  think 
that,  perhaps,  an  exporting  round  table  could  be  established  in 
somewhat  the  same  manner,  and  have  the  SBA  or  a  similar  agency 
take  the  lead  in  coordinating  these  meetings.  You  could  have 
target  discussions  on  a  monthly  basis,  relative  to  areas  that  they 
think  are  of  extreme  importance.  It  could  target  some  of  the  areas 
that  they  view  having  the  most  opportunities  for  export. 

This  would  provide  the  interaction  from  people  who  are  already 
established  in  these  countries  to  say  yes;  we  think  these  are  exactly 
the  targeted  areas,  or  maybe  this  is  an  area,  but  this  other  area 
provides  more  opportunities.  I  can't  say  enough  how  much  I  think 
communication  facilitates  your  understanding  of  a  country,  and 
your  ability  to  compete  in  that  particular  country. 

Ms.  Littlejohn.  I  would  add  to  that,  mentioning  Detroit,  the 
U.S.  Chamber  of  Commerce  has  a  very,  very  powerful  network 
around  the  country,  and  some  of  the  chambers  are  very,  very  fo- 
cused on  international  trade.  The  Detroit  Chamber  is  one  of  those 
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particularly  proactive  chambers.  If  there  were  a  strong  country 
focus,  if  you  were  continuing  to  build  the  infrastructure  with  rela- 
tionships with  the  SBA  people,  Department  of  Commerce  people, 
periodically  bringing  in  country  specialists.  If  they're  focused  on 
the  Japanese  market  or  the  Mexican  market  or  whatever,  cham- 
bers provide  a  wonderful  vehicle  for  being  able  to  do  that  within  a 
local  area. 

I  think  it  is,  in  addition,  because  of  the  telecommunications  capa- 
bility of  the  chamber,  looking  at  the  teleconferencing  and  the  satel- 
lite delivery  system,  there  is  the  opportunity  to  deliver  very,  very 
sophisticated  country-specific  information  about  where  opportuni- 
ties are  in  various  aspects  of  manufacturing  and  services.  I  think 
that  is  a  resource  that  we  really  need  to  strengthen  and  build  up. 

Mr.  Hefley.  Ms.  Cole,  you  mentioned  something  that  is  intrigu- 
ing to  me.  You  mentioned  that  we  are  way  ahead,  20  years  ahead, 
in  environmental  technology.  We  have  our  environmental  problems 
in  this  country,  but  the  more  you  read  about  some  of  the  rest  of 
the  world,  it  is  really  frightening,  the  lack  of  concern  for  the  envi- 
ronment that  they  have  displayed  and  the  mess  that  they  are  in 
right  now. 

But  when  we  talk  to,  for  instance,  some  of  our  defense  contrac- 
tors on  conversion,  as  we  phase  back  defense,  and  we  say,  "Well, 
here  is  an  area  that  really  needs  to  be  dealt  with,"  they  say,  "We 
do  not  want  to  touch  it,  because  the  laws  in  the  United  States 
make  us  liable  if  we  get  into  it,"  even  though  they  have  wonderful 
technology  and  could  probably  apply  it  to  some  of  these  things. 

Do  you  run  into  that  kind  of  thing  in  foreign  countries,  as  well, 
that  if  you  get  in  there  and  you  have  a  contract  to  help  with  envi- 
ronmental cleanup  or  something  like  that,  do  you  find  that  you  are 
hung  with  liability  over  there,  or  are  their  laws  better  than  ours  in 
that  concern? 

Ms.  Cole.  With  respect  to  liability,  and  I  think  in  Mexico,  right 
now,  they  don't  have  much  liability  with  respect  to  the  same  issues 
that  we  do  here  in  the  United  States.  For  instance,  they  still  have 
not  even  acknowledged  the  concept  of  phase  I,  II,  and  III  assess- 
ments of  their  property.  As  a  matter  of  fact,  there  was  a  huge  exhi- 
bition center  that  was  just  built  on  the  property  where  an  aban- 
doned steel  mill  had  been.  To  me,  if  you  were  in  the  United  States, 
you  certainly  would  not  build  an  exhibition  center  on  the  site  of 
where  a  steel  mill  was. 

So,  to  answer  your  question,  no,  with  respect  to  Mexico,  there  is 
not  the  liability  involved  that  there  is  here  in  the  United  States. 
They  do  not  really  have  any  concept  of  the  polluter  pays,  or  a  Su- 
perfund  as  we  know  it  here.  None  of  those  concepts  apply  in 
Mexico  right  now,  although  they  are  trying  to  bring  on  line  the 
rules  and  regulations  of  U.S.  EPA,  and  they  have  already  done  so. 
But  the  prime  area,  and  I  hate  to  say  it  because  everybody  has 
been  saying  this  for  a  long  time,  but  the  enforcement  area  is  what 
is  lacking  in  their  environmental  regulatory  scheme  of  things.  The 
regulations  are  there.  They  just  are  not  enforced. 

Mr.  Hefley.  Is  there  growing  consciousness,  though,  about  the 
need  in  some  of  these  countries? 

Ms.  Cole.  Oh,  absolutely. 
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Mr.  Hefley.  This  is  an  export  market  that  our  companies  ought 
to  really  begin  to  look  at? 

Ms.  Cole.  Oh,  absolutely,  but  if  you  look  at  the  theory  of  sustain- 
able developments,  a  country  that  is  still  developing  does  not  place 
the  emphasis  on  the  environment  as  it  does  on  financial  stability. 
So,  I  think  it's  going  to  be  an  emerging  market  over  time.  Certain- 
ly, if  NAFTA  passes,  it  will  occur  at  a  greater  pace.  But  after  the 
headlines  in  yesterday's  paper,  I  guess  there's  a  little  bit  of  appre- 
hension as  to  whether  or  not  NAFTA  will  pass. 

Mr.  Hefley.  Thank  you  very  much.  Thank  you,  Mr.  Chairman. 

Chairman  Sarpalius.  Mr.  Poshard. 

Mr.  Poshard.  Thank  you,  Mr.  Chairman.  Ms.  Cole,  I  apologize 
for  being  late  to  the  meeting,  and  for  not  hearing  your  testimonies, 
but  in  reading  through  your  testimonies,  I  was  interested  in  your 
comments  about  the  interconnectedness  of  trade  and  foreign  aid. 
That  is  interesting  to  me,  because  I  think,  at  this  point  in  time,  one 
of  the  most  difficult  things  for  us  to  sell  to  the  American  people  is 
our  continued  assistance  to  other  countries,  especially  in  light  of 
our  debt,  and  the  accruing  deficits  that  we  see  in  this  country 
every  year. 

I,  for  one,  support  foreign  aid  to  other  countries.  I  think  we  rank 
maybe  eighth  or  ninth  in  the  world  now  in  foreign  aid  to  other  na- 
tions, where  we  used  to  rank  first.  You  mentioned  in  here  the  in- 
credible differences  in,  for  instance,  Japanese  foreign  aid  right 
now,  as  compared  to  American. 

Is  there  really  a  linkage  there?  I  mean,  is  this  something  that  we 
haven't  been  considering  with  regard  to  our  assistance  to  foreign 
countries,  like  for  instance,  right  now,  what  could  you  tell  us  with 
regard  to  our  concern  about  further  exports  for  small  business,  and 
our  relationship  to  helping  Russia  right  now  in  their  economic  situ- 
ation? 

Ms.  Cole.  I  think  if  you  take  the  Japanese  as  a  model,  you  will 
see  that  they  offer  foreign  aid  to  countries  with  a  contingency  that 
they  purchase  the  goods  and  services  from  the  Japanese  suppliers 
and  manufacturers.  I  think  that  there  definitely  is  a  link,  and  I 
think  that  the  United  States  should  become  more  aggressive  in  this 
area. 

There  are  definite  markets  which  we  just  are  not  placing  any 
type  of  emphasis  on.  We  can  certainly  capitalize  on  those  opportu- 
nities. There's  a  lot  of  good  that  can  come  from  it,  certainly  with 
respect  to  Mexico.  If  we  could  help  them  in  terms  of  loans  or 
grants  to  help  them  bring  up  to  speed  the  environmental  regula- 
tions in  terms  of  enforcement,  that  will  go  a  long  way  toward 
making  businesses  in  their  country  responsible  for  the  products 
that  they  produce,  and  the  effluence  that  they  discharge  into  the 
major  waterways. 

But  I  do  think  that  is  certainly  an  avenue  for  the  United  States 
to  pursue,  and  it  could  certainly  enhance  our  competitiveness,  ab- 
solutely. 

Mr.  Poshard.  Ms.  Littlejohn. 

Ms.  Littlejohn.  I  would  like  to  just  echo  that  same  point.  JICA, 
which  is  the  Japanese  AID  equivalent,  is  extraordinarily  strategi- 
cally linked  with  everything  they  do  along  these  lines.  They're 
doing   an    international    construction    project   in   the   Philippines. 
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They're  building  a  hospital.  They're  building  highways.  If  it's  a 
hospital,  then  equipment  in  the  hospital  is  going  to  be  Japanese, 
their  computers.  They  have  all  of  these  other  after  markets  that 
are  an  outgrowth  of  the  benevolence  of  building  the  hospital.  We 
have  not  thought  about  that  strategic  link  at  all  in  terms  of  how 
we  handle  things  with  AID. 

Then,  also,  the  TDP,  the  Trade  Development  Program  area  out 
of  the  Department  of  Commerce.  These  are  some  ways  that  I  think 
we  could  think  very  strategically  about  linkages  that  we  could 
build  there.  I  think  we  could  also  look  at  some  of  the  multilaterals 
that  are  involved  with  funding  initiatives,  where  there  is  U.S. 
money  that  is  contributed.  But  I  think  we  could  think  of  ways  that 
we  could  turn  those  into  tangible  business  development  opportuni- 
ties for  U.S.  companies. 

It's  just  that  we've  never  bothered  to  think  it  through  strategi- 
cally, and  look  at  the  linkages. 

Mr.  PosHARD.  I  think  that  is  interesting.  The  staff,  or  maybe  the 
chairman,  just  passed  me  a  note  that  said  the  United  States  only 
provides  $350  million  in  TIDE  aid  in  1993.  Germany  and  Japan  will 
provide  over  $10  billion,  so  that  is  a  considerable  difference.  One 
other  question.  I  was  also  interested  in  the  differentiation  that 
both  of  you  talked  about  a  little  bit  in  your  testimony,  between  ex- 
porting services  instead  of  a  physical  product,  and,  again,  an  in- 
credible difference.  We  actually  have  a  positive  trade  balance  in 
our  favor  on  services,  and  a  negative  with  regard  to  physical  prod- 
ucts. Have  you  ever  run  into  any  difficulties  when  you  are  trying 
to  get  Federal  assistance,  when  you  tell  them  that  you  are  export- 
ing services  as  opposed  to  products?  Is  there  some  kind  of  miscon- 
ception in  terms  of  Federal  assistance  when  it  comes  to  exporting 
services  and  the  support  we  give  for  them? 

Ms.  Cole.  I  will  say,  most  absolutely.  When  they  review  your 
company,  and  for  some  reason,  at  the  lender  level  locally,  it's  more 
or  less  an  intangible  to  them.  It's  not  a  tangible,  and  they're 
always  looking  for  much  more  collateral — that's  my  personal  opin- 
ion, of  course — than  those  companies  that  are  producing  a  product. 

For  some  reason,  it  may  be  the  mindset  and  the  traditional 
mindset  in  thinking  that  unless  you  produce  a  product,  you're  not 
going  to  be  as  successful  exporting  your  services  as  you  would  be  if 
you  were  exporting  a  tangible.  I  think  that  there  has  to  be  some 
sort  of  extended  outreach  in  terms  of  educating  the  lenders  at  the 
local  level  to  have  a  much  different  mindset  with  respect  to  serv- 
ices, and  maybe  bring  these  statistics  out  to  their  attention. 

Large  banks,  such  as  the  National  Bank  of  Detroit,  has  an  inter- 
national division,  but  they  tend  to  be  more  in  favor  of  lending  to 
the  companies  that  export  products. 

Mr.  PoSHARD.  OK. 

Ms.  LiTTLEJOHN.  You  could  Categorically  say  that  for  almost  any 
bank  in  the  country.  I  mean,  there  is  just  so  little  understanding  of 
the  services  side,  whether  it's  with  the  domestic  market,  and  throw 
international  in,  and  it's  at  close  to  zero  level  of  interest. 

I  had  said  in  my  testimony  that  I  thought  we  really  needed  to 
have  a  strong  focus  on  services  exporting.  "There  really  is  no  mean- 
ingful national  policy  relating  to  services  exporting.  Agriculture 
has  been  very,  very  well  paid  attention  to  through  the  years,  and 
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the  market  development  cooperative  programs  out  of  agriculture, 
while  they've  periodically  run  into  problems  of  one  sort  or  another, 
there  is  a  strong  exporting  infrastructure  vis  a  vis  agriculture. 

The  manufacturing  sector  has  more  recently  decided  that  it 
needed  to  be  more  coherent  about  things,  and  the  National  Asso- 
ciation of  Manufacturers  International  Trade  Promotion  group  is 
one  example  along  those  lines.  Services  are  exactly  nowhere,  and 
because  so  many  small-  and  mid-size  firms  are  in  the  services 
sector,  I  really  do  think  if  we're  looking  at  expanding  export  oppor- 
tunities, that  we  really  need  to  look  at  the  services  side.  I  would 
strongly  encourage  you  to  look  at  ways  of  doing  that  with  other 
committees  that  would  also  have  important  jurisdiction  there,  and 
the  overall  national  export  development  plan  needs  to  include  that 
as  a  real,  real  key  component,  because,  as  Ms.  Cole  said,  we  are 
years  ahead  in  sector  after  sector. 

Mr.  PosHARD.  I  find  it  really  incredible  what  you  are  saying,  be- 
cause it  has  always  been  our  know  how,  our  knowledge,  our  crea- 
tivity, our  ideas,  that  we  have  spread,  in  the  form  of  Government 
as  well  as  other  things,  and  to  not  place  a  value  on  those  equal  to 
some  product  just  seems  unreal.  Thank  you  very  much.  Thank  you, 
Mr.  Chairman. 

Chairman  Sarpalius.  Thank  you,  Mr.  Poshard.  We  are  going  to 
have  to  take  a  break  now.  We  have  a  vote  going  on,  and  we  will 
have  the  next  panel  start  as  soon  as  we  get  back  in  about  15  min- 
utes. I  want  to  thank  Ms.  Littlejohn  and  Ms.  Cole  for  your  excel- 
lent testimony  and  for  the  information  that  you  provided  for  us. 

Ms.  Littlejohn.  Thank  you. 

Ms.  Cole.  Thank  you. 

Chairman  Sarpalius.  We  will  adjourn.  We  will  meet  back  in 
about  15  or  20  minutes. 

[Recess.] 

Chairman  Sarpalius.  Is  Mr.  Mendelowitz  here? 

Mr.  Ford.  He  was  earlier. 

Chairman  Sarpalius.  Let  me  go  ahead  and  call  the  second  panel 
up.  We  have  Mr.  Jonathan — and  if  I  do  not  pronounce  your  names 
right,  please  correct  me — Mr.  Jonathan  Menes. 

Mr.  Menes.  Menes. 

Chairman  Sarpalius.  He  is  the  Acting  Assistant  Secretary  for 
Trade  Development  for  the  Department  of  Commerce,  testifying  on 
behalf  of  the  Trade  Promotion  Coordinating  Committee. 

We  have  Mr.  Allan  Mendelowitz,  Director  of  the  Financial  Insti- 
tutions and  International  Trade  Issues  for  the  General  Accounting 
Office. 

We  have  Mr.  Charles  Ford,  Deputy  Assistant  Secretary  for  Inter- 
national Operations  for  the  U.S.  Department  of  Commerce,  repre- 
senting the  United  States  and  Foreign  Commercial  Service,  and 
Mr.  Jerry 

Mr.  Chiaruttini.  Chiaruttini. 

Chairman  Sarpalius.  Chiaruttini. 

Mr.  Chiaruttini.  Yes,  sir. 

Chairman  Sarpalius.  Acting  Director  of  the  Office  of  Interna- 
tional Trade  for  the  Small  Business  Administration.  I  would  like  to 
thank  each  one  of  you  gentlemen  for  coming  here  this  afternoon. 
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Mr.  Mendelowitz,  we  will  start  with  you.  We  are  anxious  to  hear 
what  you  have  to  say. 

TESTIMONY  OF  ALLAN  L  MENDELOWITZ,  DIRECTOR,  INTERNA- 
TIONAL TRADE,  FINANCE,  AND  COMPETITIVE  ISSUES,  GENER- 
AL GOVERNMENT  DIVISION,  GENERAL  ACCOUNTING  OFFICE 

Mr.  Mendelowitz.  Thank  you.  I  would  be  pleased  to  read  a  short 
statement,  and  submit  my  full  statement  for  the  record. 

Chairman  Sarpalius.  Let  me  say  that  all  of  your  full  statements 
will  be  in  the  record.  If  we  could  keep  the  remarks  as  brief  as  pos- 
sible, we  will  have  some  questions  to  ask. 

Mr.  Mendelowitz.  Great.  I'm  pleased  to  be  here  today  to  testify 
before  the  subcommittee  on  the  Federal  Government's  export  pro- 
motion programs.  My  testimony  is  based  primarily  on  GAO  reports 
and  testimony  issued  in  the  past  year.  My  full  statement  discusses 
the  lack  of  coherent  funding  for  Federal  export  promotion  pro- 
grams, the  need  for  a  Government-wide  export  promotion  strategy, 
and  the  importance  of  the  Export  Enhancement  Act  of  1992. 

In  my  oral  comments,  I'd  like  to  discuss  the  status  of  Federal  ef- 
forts to  help  small  businesses  export,  focusing  on  the  role  of  the 
Small  Business  Administration,  and  what  it  does  in  efforts  to  help 
small  companies  export. 

There  is  evidence  that  a  large  number  of  small  companies  have 
products  that  are  competitive  in  foreign  markets,  yet  these  prod- 
ucts are  not  currently  exported.  The  three  primary  Federal  agen- 
cies that  small  businesses  might  approach  for  export  assistance  are 
the  SBA,  US&FCS,  and  Eximbank. 

However,  the  delivery  of  Federal  export  promotional  programs  in 
the  field  is  fragmented,  limiting  small  companies'  access  to  these 
programs.  Moreover,  we  found  that  the  SBA's  Programs  suffer 
from  significant  weaknesses. 

As  we  reported  in  September  1992,  the  SBA  devotes  little  money 
to  export  promotion  relative  both  to  Government-wide  spending  on 
export  promotion  and  to  the  SBA's  own  budget.  In  fiscal  year  1991, 
the  last  full  year  that  was  completed  before  we  did  our  study,  the 
Federal  Government  spent  about  $2.7  billion  on  export  promotion. 
In  that  same  year,  the  SBA  spent  about  $3.7  million  on  export  pro- 
motion, out  of  a  total  budget  of  $486  million.  About  $1.5  million  of 
this  amount  went  to  fund  the  activities  of  the  agency's  Office  of 
International  Trade,  the  office  responsible  for  managing  the  agen- 
cy's export  promotion  activities.  About  $1.2  million  went  to  support 
21  small  business  development  center  subcenters,  specializing  in 
international  trade. 

In  fiscal  year  1991,  the  SBA  reported  issuing  about  $123  million 
in  loans  and  credit  guarantees  to  exporters,  out  of  about  $4.3  bil- 
lion in  small  business  loans  and  credit  guarantees.  The  SBA's  prin- 
cipal export  finance  program  is  the  export  revolving  line  of  credit. 
Under  this  program,  the  SBA  guarantees  repayment  of  loans  made 
by  financial  institutions  to  small  businesses  for  export  related  pur- 
poses, such  as  financing  working  capital  needed  to  manufacture 
products  for  export,  or  to  purchase  goods  or  services  for  export. 

In  1991,  only  about  $26  million  in  guarantees  were  issued  under 
the  ERLC.  Of  the  remaining  $97  million  that  was  reported  to  assist 
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exporters,  we  estimated  that  less  than  $40  million  went  to  directly 
assist  exporting. 

In  our  September  1992  report,  we  found  that  the  SBA's  export 
counseling  and  export  finance  programs  have  significant  weakness- 
es. Export  counseling  conducted  by  the  Small  Business  Develop- 
ment Center  is  unfocused.  We  also  found  that  the  SEA,  as  I  report- 
ed, did  not  widely  use  its  export  revolving  line  of  credit  program. 

We  determined  that  the  principal  reasons  for  this  low  level  of 
use  included:  First,  insufficient  training  of  the  SEA  loan  officers 
and  the  techniques  of  applying  the  program;  second,  inadequate 
marketing  of  the  program  to  bankers  in  the  small  business  commu- 
nity; and  third,  lack  of  interest  in  the  program  on  the  part  of  lend- 
ers due  to  the  small  average  size  of  the  loans  and  the  associated 
small  likely  profit. 

In  fiscal  year  1991,  ERLC  usage  increased  substantially  over 
prior  years,  and  we  believe  that  this  jump  in  program  activity  re- 
flects efforts  the  SEA  made  to  improve  the  program.  Nevertheless, 
the  SEA  has  not  fully  implemented  a  pilot  program  to  increase 
ERLC  usage. 

Additionally,  we  found  that  responsibility  for  managing  the 
SEA's  export  programs  is  split  between  a  number  of  different  oper- 
ating units  and  program  offices.  As  a  result,  the  SEA  lacks  a  single 
focal  point  for  managing  its  export  promotion  programs.  The  SEA's 
Office  of  International  Trade,  although  ostensibly  responsible  for 
managing  the  export  promotion  function  at  the  agency,  acts  pri- 
marily as  an  internal  advocate  for  export  promotion.  It  does  not  di- 
rectly supervise  any  field  staff,  and  there  is  no  direct  authority 
over  field  offices'  export  promotion  efforts. 

These  efforts  include  the  SEDC's  export  counseling  and  export  fi- 
nancing assistance  provided  by  loan  officers  in  the  SEA  district  of- 
fices. This  diffuses  responsibility  for  managing  and  delivering  the 
SEA's  export  promotion  assistance. 

Finally,  we  determined  that  the  SEA  had  not  clearly  identified 
which  export  assistance  needs  of  small  businesses  it  could  best 
meet,  or  targeted  its  export  assistance  accordingly.  When  resources 
that  an  agency  devotes  to  export  promotion,  like  any  program,  are 
limited,  it's  absolutely  essential  that  they  be  effectively  used  to 
assure  that  they  are  used  most  effectively  as  a  principal  starting 
point. 

We  concluded  that,  on  the  whole,  the  program  weaknesses  sub- 
stantially limit  the  SEA's  current  ability  to  provide  any  export  pro- 
motion services  other  than  basic  outreach  and  referral.  Conse- 
quently, we  suggested  that  Commerce  first,  require  the  SEA  to 
more  fully  identify  which  export  related  needs  of  small  businesses 
it  can  best  fulfill,  and  second,  work  with  the  TPCC's  small  business 
working  group  to  refocus,  if  necessary,  its  export  promotion  efforts. 

We  also  suggested  that  Commerce  consider  requiring  that  any 
national  strategic  plan  for  export  promotion  clearly  define  what 
role  the  SEA  is  to  play.  We  believe  that  the  Government-wide  stra- 
tegic plan  for  export  promotion,  that  TPCC  is  currently  tasked 
with  developing,  provides  an  opportunity  to  clarify  the  SEA's  role 
in  this  area. 

We  found  that  the  delivery  of  Federal  export  promotion  pro- 
grams overall  in  the  field  is  fragmented,  and  we  believe  that  small- 
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and  medium-size  businesses  are  being  hurt  by  their  inabiUty  to 
readily  access  such  programs  at  one  location. 

The  three  primary  agencies  that  small  business  might  approach 
for  export  assistance — US&FCS,  Eximbank,  and  SBA — can  offer 
some  assistance  but  none  have  all  the  necessary  elements  to  assist 
small  businesses'  exports.  US&FCS  maintains  the  principal  net- 
work of  Government  field  offices  for  export  promotion.  These  of- 
fices specialize  in  providing  export  counseling,  market  research  in- 
formation, and  other  export  promotion  services.  Yet,  the  field  of- 
fices have  limited  funds  and  staff  to  support  their  operations,  the 
Commerce  Department  has  no  export  finance  programs,  and 
US&FCS  field  offices  cannot  approve  use  of  other  Federal  agencies' 
export  finance  programs. 

SBA  has  a  large  field  structure  and  substantial  funds  devoted  to 
other  program  areas,  as  well  as  authority  of  export  finance  guaran- 
ties, yet  the  SBA's  export  promotion  efforts  suffer  from  significant 
program  weaknesses.  Eximbank  has  staff  expertise  in  export  fi- 
nancing and  provides  a  large  amount  of  Federal  export  financing, 
yet  Eximbank  has  a  small  staff  and  very  limited  field  structure  for 
marketing  and  delivering  its  programs. 

Because  the  system  is  so  fragmented,  firms  needing  export  pro- 
motion assistance  often  must  contact  several  different  Federal 
agencies  to  get  the  assistance  they  need.  Contacting  multiple  of- 
fices can  leave  companies  confused  as  to  what  services  are  avail- 
able. I  think  you  saw  an  example  of  this  in  the  prior  panel,  when 
you  asked  the  prior  witnesses  who  they  would  send  businesses  to 
for  help,  and  they  had  to  list  all  the  agencies  that  were  out  there, 
rather  than  one  place  where  they  could  go  and  be  sure  to  get  what 
they  need. 

In  the  December  1992  report,  we  supported  the  creation  of  a  field 
network  of  one-stop  shops  for  all  Government  export  assistance,  A 
network  of  one-stop  shops  could  be  created  by  colocating  Federal, 
State,  and  local  government  field  offices  for  export  promotion 
under  one  roof,  and  providing  the  staffs  with  the  training  and  au- 
thority necessary  to  supply  a  full  range  of  services  to  help  compa- 
nies consummate  export  sales. 

These  services  would  include  export  counseling  and  training, 
market  specific  information,  and  export  financing  assistance.  Staff 
in  each  member  organization  would  be  trained  to  know  what  serv- 
ices the  others  provide  and  to  ensure  that  each  client  receives  the 
help  that  he  or  she  needs. 

We  believe  that  a  field  network  of  one-stop  shops  would  improve 
companies'  access  to  all  Government  export  promotion  programs. 
Such  a  network  would  reduce  to  one  the  number  of  doors  that  com- 
panies would  have  to  open  and  contact  in  order  to  get  export  assist- 
ance from  the  Federal  Government. 

Despite  the  potential  benefits,  creating  a  nationwide  network  of 
one-stop  shop  field  offices  faces  obstacles,  and  executive  branch 
agencies  carefully  guard  their  turf,  in  that  an  agency  that  provides 
export  assistance  can  be  expected  to  resist  any  major  effort  to  inte- 
grate field  operations. 

In  addition,  agency  officials  told  us  that  substantial  funds  might 
be  needed  to  relocate  Federal  offices  or  to  induce  non-Government 
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organizations  to  relocate.  Money  would  also  be  needed  to  provide 
staff  with  required  training  and  support. 

Consequently,  we  believe  that  in  today's  tight  budget  environ- 
ment, more  modest  initial  attempts  may  have  to  be  made  to  im- 
prove small  business  access  to  export  financing  and  other  export 
programs.  That  is  why  in  our  December  1992  report,  we  proposed  a 
pilot  program  for  partially  integrating  the  delivery  in  the  field  of 
Federal  export  financing,  and  other  export  promotional  programs. 
The  pilot  would  test  out  the  benefits  of  integrating  all  Government 
export  assistance  in  the  field,  and  such  a  pilot  could  easily  inte- 
grate the  delivery  of  current  export  assistance  provided  by 
US&FCS  with  that  provided  by  the  SBA  and  Eximbank. 

A  small  number  of  loan  officers  from  the  SBA  district  offices 
would  be  stationed  at  selected  US&FCS  district  offices,  so  that  the 
field  staff  of  both  agencies  could  jointly  provide  comprehensive 
export  counseling  and  export  financing  assistance  to  U.S.  compa- 
nies needing  that  assistance.  Any  such  pilot,  of  course,  would  need 
to  be  assessed,  and  we  think  that  the  TPCC  should  use  a  uniform 
methodology  at  each  site  where  the  pilot  is  tested  to  ensure  that,  in 
fact,  the  desired  results  are  achieved. 

Mr.  Chairman,  members  of  the  committee,  this  concludes  my 
oral  comments,  and  I,  of  course,  will  be  happy  to  answer  any  ques- 
tions you  may  have. 

[Mr.  Mendelowitz'  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you.  Mr.  Menes,  if  you  will  go  next. 

TESTIMONY  OF  JONATHAN  C.  MENES,  ACTING  ASSISTANT  SECRE- 
TARY FOR  TRADE  DEVELOPMENT,  U.S.  DEPARTMENT  OF  COM- 
MERCE 

Mr.  Menes.  Thank  you,  Mr.  Chairman.  I  will,  of  course,  just  sum- 
marize my  comments  here.  I  thank  you  for  the  opportunity  to  dis- 
cuss the  status  of  the  Trade  Promotion  Coordinating  Committee, 
the  TPCC,  if  you  would,  and  it's  role  in  regard  to  Federal  export 
assistance  programs. 

As  you  may  be  aware,  the  TPCC  was  originally  created  by  Presi- 
dent Bush  in  May  1990,  and  was  given  a  legal  formal  status  under 
the  Export  Enhancement  Act  of  1992.  The  TPCC  is  something  that 
the  Department  of  Commerce  and,  in  particular.  Secretary  Brown, 
takes  extremely  seriously.  Secretary  Brown  has  indicated  any 
number  of  times  that  export  promotion,  trade  promotion,  is  one  of 
his  highest  priorities. 

We  have  launched  an  aggressive  program  to  start  the  TPCC  off 
in  this  new  administration.  The  TPCC,  the  Export  Enhancement 
Act  of  1992,  added  a  couple  of  additional  responsibilities,  you  might 
say,  to  the  TPCC,  one  of  which  was  to  create  a  strategic  plan  by 
September  of  this  year,  and  the  other  was  an  integrated  budget — I 
believe  that  is  the  terminology. 

Both  of  these,  of  course,  are  high  on  the  mandate  of  the  TPCC. 
The  first  meeting  was  held  on  March  31,  chaired  by  Secretary 
Brown.  We  had  representatives  from  all  19  agencies  that  are  par- 
ticipants, and  the  atmosphere  of  that  meeting  was  extremely 
upbeat,  very  enthusiastic,  and  very  supportive.  A  deputy's  group, 
cochaired  by  Deputy  Secretary  Designate  John  Rollwagen  and  Des- 
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ignate  Eximbank  Chairman  Ken  Brody,  was  set  up  to  provide  the 
more  day-to-day  followup.  A  great  amount  of  attention  was  paid  at 
that  meeting  to  ways  in  which  we  could  review  and  change  the 
way  Government  interacts  with  business  to  expand  exports. 

Several  working  groups  were  set  up  which  were  to  meet  inten- 
sively to  review  key  areas.  In  addition,  three  other  working  groups 
will  have  regular  ongoing  status. 

Initially,  we  set  up  three  groups  that  are  working  intensely  right 
now  on  trade  finance,  export  impediments,  and  business  facilitation 
and  marketing.  In  addition,  we  have  three  standing  working 
groups,  which  are  on  environment,  a  mandated  one,  U.S.  Asia  En- 
vironmental Partnership,  and  Small  and  Minority  Business. 

Another  focus  in  the  TPCC  in  the  deputy's  group,  was  dealing 
with  strategic  planning.  We'll  be  working  toward  setting  goals,  de- 
veloping methodology  for  it,  developing  a  strategic  plan,  as  well  as 
for  developing  an  integrated  budget.  This  will  be,  I  might  add, 
probably  the  first  time  that's  ever  been  done. 

One  of  the  major  activities  of  the  TPCC  up  till  now  has  been  the 
Trade  Information  Center,  referred  to  as  the  TIC,  and  located  in 
the  Commerce  Department.  This  provides  a  one-stop  shop  that 
export-minded  companies  can  call  for  information  about  Govern- 
ment export  assistance  programs.  There  is  an  800  number,  1-800- 
USA-TRADE,  which  you  call,  and  the  staff  there  are  trained,  and 
we  spent  quite  a  bit  of  time  training  them,  to  be  able  to  provide 
information  directly,  as  well  as  to  guide  people  to  the  appropriate 
sources  of  information,  depending  on  what  the  particular  problem 
or  need  is. 

Since  it  started  3  years  ago,  we've  had  about  85,000  businesses 
access  various  Federal  export  resources  through  the  TIC.  We're 
getting  somewhere  around  1,000  calls  a  week  at  the  TIC,  on  a  day- 
to-day  basis.  We  maintain  a  data  base  of  substantive  callers,  those 
who  are  at  all  serious,  track  relevant  business  information,  the  size 
of  the  company,  and  these  kinds  of  things.  This  information  is  also 
provided  to  other  parts  of  our  export  assistance  network,  so  they 
can  draw  upon  those. 

I'd  like  to  turn  now  for  a  moment  to  something  new  that  we've 
developed,  to  support  the  TPCC  and  the  activities  in  the  member 
agencies,  and  this  is  in  the  area  of  statistics.  One  of  the  key  obsta- 
cles to  effective  trade  promotion  has  always  been  a  lack  of  informa- 
tion on  how  many  firms  export,  where  do  they  export,  who  they 
are,  where  they  are  located,  and  related  questions.  We've  had  a 
joint  project  between  the  International  Trade  Administration  and 
the  Census  Bureau  that  has  tried  to  answer  these  important  ques- 
tions by  linking  data  from  the  shippers'  export  declarations  to  the 
U.S.  economic  census.  We  refer  to  this  effort  as  the  exporter  data 
base. 

We  now  have,  for  the  first  time,  data  on  exporters  for  1987,  the 
year  of  the  last  economic  census.  We're  now  working  on  the  1992 
data.  From  our  work,  we  were  able  to  determine  that  in  1987,  some 
104,600  firms  exported  merchandise;  87  percent  of  these  were  small 
businesses,  and  these  companies  exported  $48  billion  worth  of  mer- 
chandise in  1987,  or  about  20  percent  of  exports  of  domestically 
produced  goods.  There  is  more  data  in  my  testimony,  and  consider- 
ably more  that  we'll  be  publishing  shortly. 
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We  can  also  point  out  where  these  exporters  were  located.  For 
example,  in  the  State  of  Texas,  there  were  7,732  factories  and  other 
establishments  that  exported  in  1987.  About  2,100  were  in  manu- 
facturing, the  rest  were  wholesalers  and  other  kinds  of  interme- 
diaries. We  can  even  look  at  ZIP  codes.  For  example,  in  the  chair- 
man's district,  which  apparently  comprises  ZIP  codes  762,  763,  791, 
and  794,  exports  totaled  $324  million,  of  which  $190  million  were 
manufactured. 

[Laughter.] 

Mr.  Menes.  Well,  I  must  say,  we  have  some  problems  linking  ZIP 
codes  to  congressional  districts.  Whoever  draws  these  things,  I 
think  it  creates  a  lot  of  problems  for  us. 

But  one  of  the  most  interesting  things  that  we  have  found  and 
which  is  described  in  the  written  testimony  is  the  role  of  interme- 
diaries, and  I  think  you  may  want  to  discuss  this  later.  We  found 
there's  a  very  high  level  of  export  involvement  by  wholesalers  and 
intermediaries,  much  larger  than  we  would  have  imagined  it  to  be. 

First,  most  of  these  intermediary  exporters  are  small  businesses, 
and  second,  the  people  they  serve  are  principally  small  businesses. 
My  colleague  will  discuss  the  interaction  of  the  Small  Business  Ad- 
ministration with  ITA,  so  I  won't  go  into  that  at  this  point. 

I'd  just  like  to  conclude  by  saying  that  I  think  we  are  extremely 
committed  to  export  promotion  for  small  businesses.  We're  looking 
at  a  variety  of  ways  to  improve  that.  We've  identified  that  as  a 
need  in  our  internal  strategic  review.  We  recognize  the  need  to 
work  more  closely  with  trade  associations.  We've  started  to  do  that, 
to  work  out  longer  term  relationships  with  them,  in  terms  of  devel- 
oping our  programs,  because  we  feel  that  fundamentally,  the  deci- 
sion of  what  kind  of  programs  you  should  offer  firms  depends  on 
who  you're  dealing  with  and  what  their  needs  are.  You  can't  say  in 
isolation,  trade  fairs  are  good,  or  information  is  good,  or  market  re- 
search. It  depends  very  much  on  who  you're  dealing  with  and  what 
their  needs  are.  These  all  work  in  some  context,  but  it  makes  more 
sense  to  go  out  and  talk  to  your  customers,  find  out  what  they 
need,  and  then  tell  your  programs  to  them,  rather  than  to  fit  them 
into  what  you  have.  That's  certainly  the  direction  we're  trying  to 
go  in.  That  ends  my  formal  comments,  thank  you. 

[Mr.  Menes'  statement  may  be  found  in  the  appendix.] 

TESTIMONY  OF  CHARLES  FORD,  DEPUTY  ASSISTANT  SECRETARY 
FOR  INTERNATIONAL  OPERATIONS,  U.S.  DEPARTMENT  OF  COM- 
MERCE 

Mr.  Ford.  Mr.  Chairman,  I  think  in  the  interest  of  time  and 
having  a  further  discussion,  I'd  like  to  highlight  five  points  that 
come  out  in  our  written  testimony,  and  perhaps  pick  up  on  some 
themes  that  we've  already  mentioned  in  this  panel,  and,  I  think, 
the  testimony  we  heard  in  the  first  panel. 

I  think  the  written  testimony  responds  to  the  letter  of  invitation 
and  some  of  your  interest  in  learning  about  US&FCS  programs.  I 
would  like  to  comment  very  briefly  on  who  we  are,  the  US&FCS 
within  the  International  Trade  Administration.  Who  is  our  client? 
I  think  this  gets  to  the  point  of  small  business,  and  how  we  try  to 
serve  small  business. 
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First,  I  would  like  to  briefly  discuss  our  products  and  services, 
and  more  of  that  is  in  the  testimony.  Second,  it  was  very  interest- 
ing, I  think,  in  the  first  panel  to  hear  a  discussion  of  partnerships. 
We  believe  that's  a  very  important  aspect  of  going  forward  into  a 
more  enhanced  trade  promotion  program.  Third,  I  would  like  to 
briefly  present  some  final  thoughts  for  you  on  performance  meas- 
urement, or  how  do  you  really  determine  what's  effective? 

Within  the  International  Trade  Administration,  which  is  the 
lead  U.S.  Government  agency  for  trade  promotion,  the  US&FCS  is 
really,  I  think,  a  unique  foreign  affairs  agency.  Unique  in  the  sense 
that  we're  the  only  agency  that  has  a  domestic  field  network  and  a 
very  active  overseas  network  of  offices.  We  have,  in  fact,  68  offices 
in  the  United  States,  and  approximately  131  offices  in  about,  de- 
pending on  the  day,  68  or  69  countries. 

We  like  to  think  that  this  global  network  allows  us  to  have  the 
flexibility  and  capability — this  issue  came  out  in  the  first  panel — to 
get  information  developed  from  overseas  markets  and  get  it  to  a 
specific  client  who  can  use  it,  and  participate  actively  overseas. 

I  was  interested  in  the  comment  on  resource  allocation  as  well  in 
this  context,  about  concentrating  our  resources  on  the  high  priority 
marketplace.  We  are  $100  million  agency,  which  is  not  a  whole  lot, 
when  you  look  at  that  domestic  network  and  overseas  network,  to 
try  to  get  the  job  done. 

Recognizing  the  danger  of  spreading  ourselves  so  thinly  that  we 
would  not  be  able  to  really  have  an  impact  in  any  market,  we  have 
tried  to  develop  a  resource  allocation  matrix  that  gives  a  lot  of 
weight  to  the  size  of  an  economy  and  to  the  growth  potential  of  an 
economy,  and  U.S.  industry  interest  in  that  economy.  We  rank  our 
markets  annually  from  1  to  68,  and  as  we  allocate  our  budget  in  a 
good  year  or  bad  year,  we  try  to  make  sure  that  we're  always  focus- 
ing on  the  top  quartile  of  those  markets.  If  we  have  to,  we  won't 
provide  staff  to  the  bottom  fourth,  but  try  to  make  sure  that  we're 
focusing  in  on  where  the  real  market  opportunities  are. 

Who  is  the  client?  I  think  that  is  perhaps  the  key  issue,  and  I 
think  small  business  for  us  comes  out  as  one  of  our  major  clients. 
But  we  didn't  ask  the  question  necessarily  that  way.  In  the  last  3 
years,  we  had  a  strategic  review  of  our  operation,  because  I  think 
many  of  us  that  have  been  in  this  business  for  about  10  years,  or 
more  in  my  case,  have  been  somewhat  frustrated  that  we're  trying 
to  be  everything  to  everybody,  and  not  really  satisfying  anyone. 

So,  we  went  through  a  rather  difficult  exercise  of  18  months,  sur- 
veying businesses,  people  who  have  been  using  our  services,  finding 
out  what  they  liked  and  what  they  didn't  like.  As  a  result,  we  de- 
termined that  where  the  US&FCS  could  be  most  useful  for  the 
business  community  is  in  helping  the  infrequent  exporter,  and,  9 
times  out  of  10,  that's  going  to  be  small  business.  But  again,  much 
in  line  with  what  came  through  in  the  testimony  of  the  first  panel, 
we  feel  that  at  the  Federal  level,  the  US&FCS,  is  best  able  to  pro- 
vide services  to  that  company  that  has  a  product  that  is  ready  to  be 
exported,  and  often  has  had  infrequent  contact  with  export  mar- 
kets. 

We  don't  think  we're  adequately  prepared,  at  least  in  the 
US&FCS,  to  deal  with  that  company  that's  in  the  preexport  stage, 
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or  wanna  be  kind  of  stage,  that  would  like  to  do  something,  but 
they're  not  really  sure  they  have  the  product,  or  how  to  do  it. 

We'd  like  to  take  the  company  that  many  times  has  gone  to  their 
domestic  trade  association  show  and  advertised  in  trade  association 
magazines,  and  is  increasingly  finding  they're  filling  foreign  orders. 
They're  intrigued  by  the  possibilities  out  there.  They  know  they've 
got  a  product  that  works.  We  can  take  our  network,  domestically 
and  overseas,  and  engage  in  a  way  that  would  support  those  com- 
panies to  develop  and  implement  their  business  plans. 

So,  we've  focused  in  on  our  review  on  this  client.  As  I  said,  in 
many  cases,  the  infrequent  exporter  is  going  to  be  small  business 
in  the  United  States,  export  ready  but  not  new  to  exporting,  rather 
than  those  firms  that  just  have  a  vague  desire  to  get  into  the  over- 
seas marketplace. 

Having  said  that,  then,  we've  asked  this  client,  "What  do  you 
want  from  us?"  Not  surprisingly,  when  you  get  down  to  it,  they 
would  like  quality  counseling  to  advise  them  on  where  they  should 
be  looking,  with  their  scarce  resources,  to  export  overseas.  They 
really  want  information.  This  is  the  key  challenge.  Specific  infor- 
mation customized  to  their  need,  that  would  allow  them  with  a 
one-  or  two-person  international  marketing  department,  to  make 
the  best  use  of  their  time  to  get  into  overseas  markets. 

They  want  contacts.  If  I've  decided  I'm  going  to  Spain,  who  are 
the  five  people,  four  people,  I  need  to  talk  to,  to  really  do  business 
in  that  market. 

Where  I  think  the  trade  event  issue  comes  into  play  is  for  the 
right  client  at  the  right  time  in  their  strategy,  a  trade  event  over- 
seas is  often  one  of  the  best  ways  to  get  the  information  or  the  con- 
tacts in  one  place  to  do  business. 

I've  got  a  more  detailed  description  of  our  specific  products  in 
each  of  these  areas  in  the  testimony,  but  we'll  throw  those  broad 
categories — counseling,  contacts,  and  trade  events — out  for  you  as 
the  areas  where  our  clients  have  talked  to  us  about  their  greatest 
needs. 

In  our  surveys  for  fiscal  year  1992  of  who  uses  our  products  and 
services,  interestingly  enough,  small  business  comes  out  as  the  vast 
majority  of  firms  that  are  buying  our  products  and  services.  We 
have  a  Matchmaker  Trade  Mission  Program,  and  99  percent  of  the 
users  of  that  program  are  from  small  business.  We  have  a  commer- 
cial news  publication  that  promotes  new  products  overseas,  and  96 
percent  of  the  purchasers  of  ads  in  that  publication  are  from  small 
business. 

We  have  a  Foreign  Buyer  Program,  a  very  important  program 
where  our  overseas  offices  recruit  buyers  to  attend  trade  fairs  in 
this  country,  to  meet  the  client  directly  here  in  the  United  States, 
and  80  percent  of  the  exhibitors  in  our  Foreign  Buyer  Program  are 
small  business.  A  very  inexpensive  way  to  look  at  addressing  your 
overseas  marketing  needs  is  often  by  sending  a  catalog  on  a  series 
of  catalog  shows  overseas,  where  the  United  States  and  Foreign 
Commercial  Service  post  will  organize  an  event  and  get  potential 
agents  and  distributors  or  users  to  come,  look  at  the  catalogs,  and 
get  information  back  to  the  U.S.  firms  on  prospective  agents  or  cli- 
ents. 
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In  this  program,  67  percent  of  the  participants  are  from  small 
business. 

We  have  tried  now,  with  this  renewed  emphasis  on  infrequent 
exporters  in  trade  events,  to  slant  our  trade  events  in  a  direction 
that  responds  to  the  needs  of  the  infrequent  exporter,  not  necessar- 
ily the  needs  of  the  large  American  firm  that's  been  doing  business 
in  the  marketplace  for  a  long  time,  and  really  doesn't  need  our 
help  to  organize  a  trade  event. 

So,  over  62  percent  of  our  participants  in  trade  events  now  come 
from  this  small  business  category,  just  to  give  you  a  flavor,  I  think, 
of  the  clientele  that  we  have,  and  how  they  use  our  services. 

Partners,  again,  would  be  an  interesting  area  to  briefly  comment 
on.  Having  worked  in  the  private  sector  before  joining  the  Govern- 
ment, I  think  one  appreciates  the  vast  amount  of  services  that  local 
chambers  of  commerce,  industry  associations,  State  and  local  gov- 
ernment can  contribute  to  the  whole  picture  of  trade  promotion  in 
the  United  States.  So,  as  a  general  point,  as  John  described  the 
Trade  Promotion  Coordinating  Committee,  I  think  it's  very  impor- 
tant that  this  whole  effort  go  forward  in  the  context  of  an  ample 
discussion  with  our  various  private  and  public  sector  partners  as  to 
who  can  do  what  best. 

We're  working  actively  with  the  Export/ Import  Bank  and  the 
SBA  on  this  whole  one-stop  shop  concept,  and  working  on  the  trade 
finance  issue,  how  to  marry  trade  finance  with  marketing  services, 
so  that  we  can  more  efficiently  serve  the  U.S.  business  community. 
We  have  a  memorandum  of  understanding  with  the  Small  Business 
Administration,  that  I  think  has  gone  a  long  way  to  defining  areas 
of  comparative  advantage  between  what  the  US&FCS  can  do  best 
and  what  the  SBA  can  do  best,  and  how  we  can  mutually  support 
each  other  to  avoid  duplication  of  services. 

We're  cochairing  the  new  Trade  Promotion  Coordinating  Com- 
mittee's small  business  committee  to  look  for  further  ways  to  sort 
out  issues  between  the  two  agencies,  to  provide  a  full  range  of  serv- 
ices. 

But  I  think  the  broader  point  is  for  anyone  who  has  been  looking 
at  the  country,  there's  full  growth  on  the  private  side  as  well  as 
State  and  local  governments  in  finding  ways  to  help  make  U.S. 
firms  more  competitive  overseas.  We  need  to  plug  into  that  effort, 
and  make  sure  that  we're  not  duplicating  something  that  could  be 
more  efficiently  done  by  the  private  sector,  but  understand  well 
our  market  niche  in  this  business. 

As  for  performance  measurement,  and  I  would  conclude  on  this 
comment,  because  I  think  it's  very  important,  trade  promotion  has 
always  been  one  of  those  difficult  areas  to  get  a  handle  on.  What 
have  we  done  with  the  money  that's  been  spent?  Often  it's  difficult 
to  say  that  this  one  sale  took  place  specifically  because  you  spoke 
with  this  company  and  gave  them  good  names.  It's  more  about 
assist  and  how  to  measure  it  that  we've  been  trying  to  grapple  with 
in  our  strategic  review. 

We  have  now  focused  all  of  our  domestic  offices  on  specific 
export  actions  as  a  measure  of  performance  success.  Everything 
that  is  done  should  be  with  the  goal  of  being  able  to  document,  and 
having  the  company  basically  say  that  their  success  in  this  area 
had  a  large  measure  to  do  with  what  assistance  you  were  able  to 
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provide  to  them.  We've  attempted  to  measure  this  success  over 
time,  and  I  have  some  success  stories  from  our  data  base,  where  we 
have  confirmed  information  from  companies  over  the  last  few 
years  as  to  how  our  assistance  has  helped  them,  in  some  measure, 
to  get  into  foreign  markets. 

We  are  increasingly  trying  to  look  at  ourselves  as  a  business 
with  clients,  and  how  we  measure  feedback  between  the  clients  and 
our  business,  both  in  terms  of  bottom-line  success,  as  well  as  gener- 
al satisfaction  with  our  programs  and  services.  We  have  surveys — 
referred  to  in  the  testimony — where  we  are  able,  through  the  dis- 
trict offices  in  the  United  States  and  through  our  systems  at  head- 
quarters, to  go  back  to  a  client  who  receives  counseling  or  pur- 
chases any  one  of  our  products  or  services,  and  give  them  a  quality 
assurance  survey,  all  with  OMB's  blessing,  so  we're  not  burdening 
the  business  community  with  paperwork,  but  we  want  to  hear  from 
people  who  spend  money  on  our  products  and  services.  Did  you 
make  a  connection?  Was  this  useful?  Was  this  a  good  product? 
We're  increasingly  pleased  that  the  vast  majority  of  the  responses 
are  up  in  the  very  satisfied  or  satisfied  range,  which  is  an  improve- 
ment over  3  or  4  years  ago,  where  product  quality  was  one  of  our 
biggest  deficiencies  in  the  tjnited  States  and  Foreign  Commercial 
Service. 

I  know  that  as  the  Trade  Promotion  Coordinating  Committee 
continues  its  work,  and  different  agencies  look  at  their  programs  in 
this  area,  and  I  know  if  you  look  at  the  scarce  resources  and  how 
to  allocate  them,  increasingly,  this  whole  question  of  effectiveness 
and  performance  measurement  is  going  to  be  a  very  important  con- 
cern. Thank  you  very  much.  I'll  be  happy  to  answer  any  questions. 

[Mr.  Ford's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you  very  much,  Mr.  Ford.  Mi*. 
Chiaruttini. 

TESTIMONY  OF  GIORDANO  CHIARUTTINI,  ACTING  DIRECTOR  OF 
OFFICE  OF  INTERNATIONAL  TRADE,  U.S.  SMALL  BUSINESS  AD- 
MINISTRATION 

Mr.  Chiaruttini.  Good  afternoon.  The  SBA's  mandate,  as  Con- 
gress has  stated  it,  is  to  essentially  increase  small  business  interna- 
tional trade  and  investment  opportunities. 

I  would  like  to  view  that  role  less  in  terms  of  just  export  promo- 
tion, and  more  as  enabling  small  businesses  to  become  globally 
competitive.  The  SEA  could  be  compared  to  a  modern  department 
store.  It  offers  virtually  every  service  from  domestic  startup,  assist- 
ance, and  counseling,  to  post-trade  mission  followup  and  financing. 
Its  small  business  customers  can  find  all  they  need  within  one 
store.  Different  customers  can  avail  themselves  of  different  types  of 
assistance  as  they  move  along  the  business  development  curve. 

International  trade  is  an  integral  part  of  a  small  business'  devel- 
opment, and  the  SBA  offers  the  appropriate  services  to  those  small 
businesses  who  are  ready  to  export.  Using  a  broad  network  of  more 
than  100  field  offices  and  its  resource  partners  across  the  country, 
the  SBA  possesses  a  unique  capability  to  deliver  international 
trade  assistance  to  small  business.  That  spectrum  of  assistance  in- 
cludes counseling,  legal  guidance,  trade  missions,  conferences,  pub- 
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lications,  and  financing  opportunities.  Financing  is  critical  to  the 
small  business  exporter,  and  sometimes  the  SBA  provides  the  only 
financing  available. 

Demand  for  the  SBA  loan  guarantees  has  risen  dramatically 
over  the  past  2  years.  For  example,  under  the  7(a)  category  and 
other  SBA  loan  guaranty  programs,  SBA  approved  loans  to  small 
businesses  that  are  exporting,  totaling  $42  million  in  1990,  $123 
million  in  1991,  and  $241  million  in  1992.  This  is  clear  evidence  of 
the  growing  number  of  exporters  using  the  SBA's  finance  pro- 
grams. 

Outreach  and  education,  assessment,  referrals,  technical  assist- 
ance, and  financing  are  key  steps  to  small  business  assistance,  and 
an  integral  part  of  the  SBA's  overall  international  trade  program. 
The  SBA's  mission  is  to  help  small  businesses  remain  in  business, 
and  then  progress  along  the  growth  curve  to  exporting.  We  identify 
where  a  small  business  lies  on  the  export  continuum,  that  is,  the 
growth  curve  of  a  small  business  with  an  exportable  product  or 
service. 

We  help  the  export-willing,  the  export-ready,  and  the  export-curi- 
ous. At  one  end  of  the  spectrum  are  the  export-curious.  At  the 
other,  are  the  established  small  business  exporters.  Small  business- 
es are  key  contributors  to  the  U.S.  economy.  As  the  department 
store  for  small  businesses,  the  SBA  provides  all  categories  of  assist- 
ance throughout  a  company's  growth  cycle,  until  it  graduates  from 
a  small  business  to  a  larger  corporation.  The  SBA's  comprehensive, 
integrated  approach  to  business  development  prepares  small  busi- 
nesses to  compete  globally.  It  is  the  most  effective  way  for  a  small 
firm  to  acquire  the  tools  to  enter  the  world  marketplace.  Thank 
you. 

[Mr.  Chiaruttini's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you  very  much.  I  guess  I  could 
begin  by  saying,  would  the  real  one-stop  shop  please  stand  up?  But 
let  me  start  with  Mr.  Mendelowitz,  and  ask  you  a  few  questions. 

We  get  different  numbers  here  on  how  many  different  agencies 
deal  with  exports.  Have  you  ever  come  up  with  an  official  number? 

Mr.  Mendelowitz.  I  think  we  tried  to  come  up  with  a  list  of 
agencies  that  have  actual  outlays  in  support  of  exporting.  We 
issued  a  report  in  January  1992,  in  which  we  identified  10  agencies 
that  had  actual  outlays.  I  think  there  are  18  on  the  TPCC? 

Mr.  Menes.  Nineteen. 

Mr.  Ford.  Nineteen. 

Mr.  Mendelowitz.  Nineteen  on  the  TPCC,  and  I  think  that  the 
difference  between  our  number  and  their  number  is  that  there  are 
some  agencies  which  don't  categorize  their  support  in  a  way  that 
can  be  identified  in  the  budget  process,  but  their  interest  in 
trade 

Mr.  Menes.  Can  contribute  to  it. 

Mr.  Mendelowitz.  Yes. 

Chairman  Sarpalius.  Would  you  want  to  respond? 

Mr.  Menes.  Yes;  it  depends  on  what  you're  talking  about.  There 
are  agencies  that  have  pure  trade  policy  responsibilities,  and  rela- 
tively small  promotion,  if  any  at  all.  Even  the  policy  may  be  in  a 
very  small  niche  area.  The  numbers  that  do  substantial  work  in 
trade  are  relatively  limited,  but  there  are  others.  There  have  been 
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other  agencies  in  which  Congress  has  appropriated  money  for  them 
to  be  involved  in  the  export  promotion  business.  I'll  note  the  De- 
partment of  Energy,  for  example,  as  recently  had  been  given,  the 
last  couple  of  years,  funds  to  specifically  engage  in  export  promo- 
tion activities. 

Mr.  Ford.  Some  have  technical  assistance. 

Mr.  Menes.  Yes;  there  is  technical  assistance  where  we'll  go  to 
agencies  in  the  past,  where  we  don't  have  the  technical  capabili- 
ties, and  work  jointly  with  them  in  certain  areas. 

Mr.  Mendelowitz.  If  you  look  at,  for  example,  the  numbers  that 
we  reported  in  January  1992,  there  was  a  very  small  number  of 
agencies  that  have  large  dollar  outlays  in  support  of  exporting.  The 
Agriculture  Department  is  clearly  the  largest.  After  the  Agricul- 
ture Department  comes  Eximbank,  the  Commerce  Department,  the 
Agency  for  International  Development,  and  then  the  numbers  get 
very,  very  small.  So,  I  mean,  those  are  the  big  players. 

Chairman  Sarpalius.  Do  you  have  any  idea  how  many  different 
programs  are  stretched  out  within  these  agencies? 

Mr.  Mendelowitz.  The  number  of  programs  is  quite  large.  It  de- 
pends on  how  you  define  a  program.  For  example,  is  TOPS  a  pro- 
gram? Is  Agent  Distributor  Service  a  program? 

My  understanding  is  that  this  level  of  detail  is  being  developed 
currently  in  0MB  as  part  of  the  exercise  to  implement  the  man- 
date and  the  Export  Enhancement  Act  of  1992.  My  assumption  is 
that  when  they're  done,  they're  literally  going  to  have  hundreds, 
probably. 

Mr.  Menes.  Everybody,  the  Library  of  Congress,  it's  amazing.  Ev- 
erybody has  a  little  something,  but  the  issue  is  really  who's  in- 
volved in  helping  firms  directly,  or  indirectly  to  promote  exports, 
and,  again,  the  numbers  don't  mean  too  much  in  terms  since  it  de- 
pends on  how  we  count  programs.  I  think  it  is  more  useful  to  speak 
more  about  major  responsibilities  and  programmatic  requirements 
to  help  exporters  and  that's  a  lot  smaller.  In  ITA,  for  example,  we 
could  break  up  our  major  programs  into  little  pieces,  but  it  really 
doesn't  make  much  sense  to  look  at  it  that  way. 

You  can  exaggerate  the  scope  of  this  thing,  I  think,  sometimes, 
and  talk  about 

Mr.  Mendelowitz.  Yes;  but  I  think  that  this  strategic  plan  exer- 
cise that  TPCC  and  0MB  is  going  through  now  is  really  critical, 
because  I  really  think  that  it's  going  to  force,  on  a  Government- 
wide  basis,  a  kind  of  strategic  and  critical  thinking  that  US&FCS 
went  through  when  it  undertook  its  strategic  review  about  4  years 
ago. 

I  think  that  if  the  strategic  plan  is  done  correctly,  it  will  parallel 
in  many  ways  what  US&FCS  did.  In  other  words,  it  will  identify  its 
customer  base,  will  identify  what  the  needs  of  the  customer  base 
are.  It  will  identify  what  things  are  appropriate  for  the  Govern- 
ment to  do,  in  terms  of  meeting  the  customer  base.  There's  no 
point  in  having  the  Government  do  what  the  private  sector  can  do 
for  itself,  and  then,  funding  for  programs,  and  the  types  of  pro- 
grams that  get  supported  should  follow  from  that  analysis  of  where 
the  need  is,  where  it  can  have  the  biggest  bang  for  the  buck,  what 
is  it  appropriate  for  the  Government  to  do? 


33 

Chairman  Sarpalius.  Does  it  concern  you  at  all  when  you  look 
at  TPCC  doing  this  study,  that  it  has  no  independent  staff?  That  it 
is,  in  fact,  fully  funded  by  the  Department  of  Commerce? 

Mr.  Mendelowitz.  I  think  it  doesn't  worry  me  excessively.  If 
we're  going  to  make  progress,  we're  going  to  make  progress  be- 
cause the  agencies  work  together,  so,  they  might  as  well  work  to- 
gether developing  the  plans  and  doing  the  analysis,  rather  than 
having  some  sort  of  independent  staff  of  civil  servants  who  then 
try  to  impose  something  on  the  agencies  from  the  outside.  So,  I 
don't  have  a  problem  with  it. 

Chairman  Sarpalius.  You  don't  have  a  problem  with  it?  As  you 
know,  our  ultimate  goal  is  to  try  to  streamline  Government,  do  a 
more  efficient  job,  have  one  place  where  the  customer  out  there 
can  call  and  really  get  some  assistance,  play  a  more  aggressive  role 
in  finding  markets,  and  do  everything  we  can  to  help  small  busi- 
nesses export. 

But  everybody  wants  a  piece  of  the  pie,  and  that  is  a  concern 
that  some  people  have  expressed,  and  I  was  just  curious  what  your 
opinion  was. 

Mr.  Mendelowitz.  There  are  two  ways  to  try  to  solve  the  prob- 
lem. There's  the  maximalist  solution,  and  then  there's  the  minima- 
list solution.  The  maximalist  solution  yields  a  result,  if  you  could 
achieve  it,  that  would  be  very  effective,  and  that  is  the  solution  of 
creating  a  department  of  trade,  or  department  of  trade  and  indus- 
try, to  bring  all  the  programs  together,  rationalize  them,  and  bring 
their  budgets  together,  so  that  programs  get  funded  effectively. 

That's  a  proposal  which  would  produce  a  result  that  you're  look- 
ing for.  The  problem  is  that  there  are  tremendous  obstacles  to  cre- 
ating a  department  of  trade.  What  the  TPCC  represents,  and  what 
the  Government-wide  strategic  plan /unified  budget  represents,  is 
sort  of  a  minimalist  approach  to  try  to  achieve  that,  and  it's  going 
to  require  that  the  agencies  work  together.  So,  I'm  happy  to  see  the 
agencies  working  together  on  the  TPCC,  and  I  hope  this  will,  in 
fact,  set  a  precedent  for  them  to  work  together  in  the  delivery  of 
the  programs. 

I  would  very  much  like  to  see,  as  I've  indicated,  the  SBA,  for  ex- 
ample, and  Commerce  working  together  to  jointly  create  from  their 
common  staffs  a  series  of  these  one-stop  shops  that  could  provide 
the  full  range  of  exporting  assistance.  The  beauty  of  doing  it 
through  a  collaborative  effort  is  that  you  can  enhance  and  improve 
delivery  of  Government  services  to  the  private  sector,  to  the  small 
business  community,  without  spending  more  money. 

One  of  the  things  we  identified,  for  example,  is  that  there  are  12 
cities  where  the  SBA  and  the  Commerce  Department  have  their 
district  offices  in  the  same  buildings.  All  you  have  to  do  is  move  a 
few  people  a  few  floors  in  the  same  building  or  down  the  hall,  and 
you  can  be  making  an  improvement  in  the  way  this  service  is  deliv- 
ered to  the  business  community. 

Probably  in  those  cities,  you  could  do  a  one-stop  shop,  and  the 
major  cost  would  be  the  training  effort,  to  make  sure  that,  say, 
loan  officers  brought  over  from  the  SBA  to  the  one-stop  shops 
really  know  how  to  help  the  small  business  community  access 
export  financing. 
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Chairman  Sarpalius.  In  general,  how  well  trained  are  U.S.  trade 
assistance  officials,  in  your  opinion? 

Mr.  Mendelowitz.  I  think  it  varies.  I  think  that  it  varies  be- 
tween the  agencies,  and  it  varies  within  the  agencies.  I  think,  for 
example,  at  Eximbank,  the  loan  officers  who  run  the  programs  are 
quite  well  versed  in  export  financing.  I  think  the  Commerce  De- 
partment has  come  a  long  way  in  the  past  4  or  5  years  in  training 
its  people  and  focusing  its  efforts. 

SBA,  because  its  efforts  are  much  more  diffused  and  much  less 
centrally  directed,  I  think,  have  a  greater  variation  within  the 
agency.  There  are  some  SBA  operations  that  really  provide  first- 
rate  assistance  to  people  looking  for  help.  There  are  others  that 
don't.  There  are  some  SBA  loan  officers,  a  few,  who  are  really  up 
on  this,  but  a  large  number  of  them  who  are  not. 

If  you  look  at  the  figures  of  increased  usage  of  their  export  re- 
volving line  of  credit  over  the  past  couple  of  years,  I  think  that  re- 
flects efforts  to  train  their  loan  officers  in  the  program,  bring  them 
up  to  speed,  so  they  can  access  them  better. 

Chairman  Sarpalius.  In  your  testimony,  you  were  pretty  critical 
of  the  SBA  and  their  training,  and  I  certainly  want  them  to  have  a 
chance  to  respond  to  that.  But  training  qualified  people  who  can  be 
of  assistance  is  important. 

What  is  your  opinion? 

Mr.  Chiaruttini.  I've  been  sitting  here  patiently 

Mr.  Mendelowitz.  You  should  know  that  we  all  know  each 
other.  I  know  Jerry  well  enough  to  know  how  to  even  pronounce 
his  name  correctly. 

[Laughter.] 

Mr.  Chiaruttini.  Yes;  we  spent  many  afternoons  in  an  airless 
room  going  over  much  of  the  material  that's  being  discussed  today. 

I  feel  that  some  of  the  points  that  were  brought  up  on  the  GAO 
study  on  us,  and  published  on  us  last  September,  there's  some  va- 
lidity to  them.  Where  I  think  our  perspectives  differ,  and  I  tried  to 
give  that  in  the  written  testimony,  and  also  in  the  recap  in  my  oral 
testimony,  the  SBA  looks  at  small  business  ability  to  export,  not  as 
it  appears  under  a  bell  jar,  a  discrete  distance  from  the  rest  of  the 
business  development  cycle,  but  an  integral  part  of  that  develop- 
ment of  a  small  business. 

So,  although  GAO  has  identified  a  small  portion  of  the  SBA 
budget  going  directly  to  international  trade,  a  lot  of  a  small  busi- 
ness' development  that's  headed  toward  exporting  would  not  show 
up  on  GAO  ledgers.  It  would  show  up  under  management  assist- 
ance and  business  development  assistance,  technical  assistance, 
during  the  normal  course  of  the  development  of  a  business.  Eventu- 
ally, as  it  matures,  that  business  would  then  export.  By  the  way, 
that  includes  export  assistance  not  just  from  the  SBA,  but  from  the 
Department  of  Commerce.  Ms.  Littlejohn  mentioned  the  value  of 
having  country  officers  and  industry — specific  assistance  that  the 
SBA  cannot  offer. 

In  the  training  of  our  field  staff,  which  amounts  to  about  10  full- 
time  regional  international  trade  officers,  and  68  part-time  district 
international  trade  officers,  we  take  the  role  of  training  our  field 
staff  very  seriously.  This  will  be  our  third  year  of  training  for  all  of 
our  field  staff,  including  the  Service  Corps  of  Retired  Executive 
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International  Trade  Coordinator.  This  year  we  will  spend  about  5 
days  in  one  geographic  area,  on  how  to  do  international  trade 
training  and  counseling.  We  will  let  our  field  know  about  SBA  pro- 
grams and  those  of  other  agencies. 

I  share  the  frustration  about  trade  financing  available  to  small 
businesses,  I  agree  with  the  GAO  report  on  that  point.  In  the 
coming  summer,  we're  going  to  be  working  with  the  Bankers'  Asso- 
ciation for  Foreign  Trade,  cosponsoring  five  conferences  across  the 
United  States,  through  which  we  will  work  with  this  bankers'  asso- 
ciation, and  try  to  point  out  to  them  the  advantages  of  getting 
small  businesses  to  export,  and  how  the  banks  can  benefit  from 
that  association. 

Chairman  Sarpalius.  OK.  You  have  5  months,  am  I  correct,  to 
complete  this  study?  Tell  me  how  you're  coming  along  on  it,  where 
are  you? 

Mr.  Menes.  Well 

Mr.  Mendelowitz.  Chapter  1. 

Mr.  Menes.  Chapter  1.  Two  levels  are  going  on.  One  is  the  depu- 
ties group  is  setting  goals  and  objectives,  Mr.  Rollwagen  and  Mr. 
Brody  have  been  meeting  and  others. 

I  mentioned  that  there  were  three  groups  ongoing,  and  they  are 
literally  meeting  3  hours  a  day,  5  days  a  week,  for  the  next  3 
weeks.  This  is  part  of  a  kind  of  a  new  approach  to  these  things.  We 
have  representatives  from  all  the  different  agencies. 

I  think  by  the  end  of  this  month,  we'll  have  a  clearer  timetable. 
We  should  be  to  the  point  of  establishing  what  our  overall  goals 
and  objectives  would  be  in  this,  and  then  work  on  fleshing  them 
out. 

Now,  we  have  certainly  been  cognizant  since  we  started  early  on 
that  we  needed  to  meet  the  deadline.  I  think  the  budget  aspects  are 
going  to  be  the  most  trying,  and  I  suspect  what  you'll  see  in  Sep- 
tember is  a  first  cut  at  this,  because  it's  never  been  done  before.  It 
won't  be  perfect  by  any  means.  It's  especially  difficult  to  segregate 
these  things  out  because  of  the  way  agencies  keep  track  of  their 
funds. 

But  the  key  thing,  and  I've  been  in  this  about  21  years  in  the 
Commerce  Department  and  5  years  in  State,  is  the  issue  of  the 
Government's  role  in  export  promotion.  I  was  involved  in  the  Na- 
tional Export  Initiative  in  1979  under  President  Carter,  which  also 
considers  this  issue  of  the  Government  role.  We  need  to  get  a  com- 
plete agreement  on  that  role.  I  think  this  is  where  the  law  is  good, 
this  is  where  TPCC  makes  excellent  sense,  is  in  establishing  clearly 
what  the  Government's  strategy  is^  what  its  role  is,  who  its  custom- 
ers are,  and  we  get  complete  agreement  throughout  the  executive 
branch  on  that,  including  all  aspects  of  it,  including  OMB. 

That  will  greatly  facilitate  the  process  from  here  on  out,  because 
surprisingly,  there's  never  been  100-percent  agreement  in  the  exec- 
utive branch  over  the  years,  regardless  of  the  administration,  as  to 
what  the  role  of  the  Government  should  be. 

Chairman  Sarpalius.  So,  you  think  you  are  going  to  meet  it? 
Mr.  Menes.  We'll  meet  it.  I'm  convinced  we're  going  to  meet  it. 
The  rate  at  which  things  are  occurring  in  this  administration,  it 
may  not  be  as  obvious  from  outside,  but  the  levels  of  meetings,  re- 
ports, and  analysis  is  the  highest  I've  ever  seen.  I  mean,  people  are 
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just  running  around  like  mad,  trying  to  review  a  wide  range  of 
things,  and  I  think  the  energy  is  there.  As  I  say,  the  Secretary  is 
really  committed  to  this,  and  it's  not  just  lip  service.  Secretary 
Brown  is  really  committed  to  it  as  is  John  Rollwagen;  no  question 
in  my  mind  about  that. 

Chairman  Sarpalius.  I  would  think  that  the  goals  that  the  Presi- 
dent has  expressed  on  trying  to  streamline  Government,  do  a  rnore 
efficient  job  in  what  we're  trying  to  do,  your  responsibility,  legisla- 
tion that  I  voted  for  and  strongly  support,  is  something  that  I  think 
is  important.  We're  looking  forward  to  hearing  your  recommenda- 
tions on  how  we  are  going  to  streamline,  and  do  a  more  efficient 
job  relating  to  trade. 

Mr.  Menes.  Well,  I  certainly  think  they'll  be  there.  There's  a 
second  stream,  the  Vice  President's  effort  at  reinventing  Govern- 
ment, which  is  the  terminology  used.  But  I  think  there's  a  great 
deal  of  interest  in  that  same  area  of  how  do  you  streamline  this, 
and  even  the  way  we're  operating  now  is  somewhat  different  from 
what  historically  might  have  been  the  way  this  is  being  ap- 
proached. 

Chairman  Sarpalius.  Mr.  Ford,  tell  me  some  more  about  your  of- 
fices that  you  have  overseas,  and  the  training  that  those  people 
have.  Why  is  it  that  Canada  and  other  countries  have  been  much 
more  aggressive  in  finding  markets  than  our  country?  Have  we 
probably  been  missing  the  boat  somewhere? 

Mr.  Ford.  We  have,  as  I  mentioned,  131  offices  in  65  to  67  coun- 
tries, depending  on  how  you  want  to  count  Taiwan.  In  1980,  when 
the  commercial  function  was  transferred  to  the  Commerce  Depart- 
ment from  the  State  Department,  we  largely  inherited  a  structure 
that  the  State  Department  had  in  place  for  commercial  sections 
overseas. 

In  recent  years,  we  have  been  using  a  resource  allocation  model 
to  help  us  allocate  those  resources  according  to  prime  markets.  The 
bulk  of  our  staffing  you'll  find  in  Western  Europe,  Canada,  Mexico, 
Japan,  and  the  more  dynamic  developing  countries  of  Southeast 
Asia  and  Latin  America.  Because  we  think  in  terms  of  the  base 
that  I  identified  as  our  client,  this  is  where  they  have  the  best 
chance  of  succeeding. 

I  mentioned  before,  we  have  around  200  officers.  I  think  right 
now  we  have  183  on  board.  But  one  of  the  secrets  of  our  operation 
is  well-trained  and  qualified  foreign  service  national  employees 
who  provide  an  excellent  institutional  base  as  our  foreign  service 
officers  rotate  in  and  out. 

To  get  to  your  question  on  the  Canadians  with  100  or  so,  I  don't 
recall  the  number  correctly,  officers  in  the  United  States,  we  are 
confronted  with  a  budgetary  situation  where  you  could  go  to  that 
level  only  at  the  expense  of  most  of  the  rest  of  the  world,  if  we 
wanted  to  get  into  that  kind  of  reallocation  within  the  pie.  We 
have,  as  I  mentioned,  divided  our  countries  into  quartiles  where  we 
have  a  top  25  percent,  and  you  could  get  in  the  situation  where  you 
decide  to  put  all  of  your  resources  in  those  top  markets,  and  just 
not  focus  on  markets  that  were  less  attractive  on  a  comparative 
basis.  But  we've  tried  to  make  sure  we  have  coverage,  because  we 
survey  business,  and,  where  they  want  our  needs  and  services,  we 
try  to  have  a  presence  there.  But  clearly,  our  structure  is  very 
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heavy  in  terms  of  markets  that  are  relatively  easy  compared  to 
others  for  our  infrequent  exporters  to  penetrate  and  need  our  in- 
formation and  counseling.  For  example,  we  have  a  total  of  55  offi- 
cers and  national  employees  in  Germany,  But  I  think  the  real  issue 
there  is  the  level  of  overall  resource  commitment  needed  to  reach 
the  kind  of  level  you're  talking  about  with  the  Canadians. 

Chairman  Sarpalius.  We  heard  earlier  testimony  from  two 
ladies  here  who  expressed,  in  their  opinion,  two  golden  opportuni- 
ties for  us  are  in  Mexico  and  China.  Tell  me  what  you're  doing  in 
those  two  countries? 

Mr.  Ford.  In  Mexico,  we  have  tried  to  stay  on  top  with  staffing 
increases  since  1989.  We've  added  four  officer  positions  to  the  Mexi- 
can operation,  and  10  foreign  service  national  jobs.  This  is  an  at- 
tempt to  respond  to,  largely  not  the  NAFTA,  as  much  as  what  the 
Mexican  economy  has  been  doing  for  itself. 

I  think  a  lot  of  what  has  been  going  on  in  Mexico  is  because  the 
Mexicans  have  opened  up  their  economy  considerably  over  the  way 
it  used  to  be.  So,  we  have  responded  with  resources  in  Mexico,  and 
in  a  similar  fashion,  with  China.  I  can  get  you  for  the  record  more 
specific  numbers  in  those  areas. 

With  Mexico,  we  are  developing  the  idea  of  a  pilot  with  a  group 
of  partners,  the  National  Association  of  State  Development  Agency, 
at  the  State's  request.  We  are  exploring  the  possibility  of  augment- 
ing our  staff  in  Mexico  with  resources  from  the  States,  in  a  way 
that  we  might  be  able  to  have  a  pilot  where  six  or  seven  States 
would  come  together  and  indicate  they  don't  have  the  ability  to  be 
present  in  the  Mexican  market  on  their  own,  that  they  could  pool 
resources,  and  we  would  have  employees  hired  for  them  in  our  em- 
bassy that  would  work  for  those  States.  There  are  some  interesting 
ideas  out  there  on  how  we  can  creatively  take  some  of  the  private 
or  State  and  local  resources,  and  merge  them  into  this  kind  of  tar- 
geting approach. 

But  again,  our  regular  approach  is  to  look  where  these  dynamic 
markets  are  emerging.  Mexico  is  clearly  one.  China  has  been  one, 
particularly  Southern  China,  and  how  we  can  engage  more  re- 
sources quickly  to  get  to  take  advantage  of  those  markets. 

In  a  similar  fashion,  less  driven  by  market  potential,  we  have 
tried  to  be  prudently  aggressive  in  areas  of  the  former  Soviet 
Union  where,  with  the  changes  that  have  been  going  on  over  there, 
we  have  tried  to  beef  up  our  Moscow  operation.  We've  opened  an 
office  in  St.  Petersburg  and  Kiev,  and  over  the  next  few  months, 
will  be  opening  smaller  offices  in  Tashkent,  Uzbekistan,  and 
Almaty  Kazakhstan,  and  in  the  Russian  far  east,  in  Vladivostok. 

So,  we're  trying  to  again  gauge  what  business  needs  from  us 
without  overreacting  too  much  in  markets  that  are  quite  troubled 
in  terms  of  medium  term  prospects  for  U.S.  business. 

Mr.  Mendelowitz.  Mr.  Chairman,  if  I  could  add  something  to 
Mr.  Ford's  answer,  I  think  that  the  problem  that  you've  identified 
goes  well  beyond  the  activities  of  just  the  Department  of  Commerce 
and  its  deployment  of  resources  overseas.  The  problem  really  is  the 
reason  why  the  Export  Enhancement  Act  of  1992  was  passed — the 
fact  that  there  was  no  coherence  or  apparent  rational  structure  to 
the  funding  of  export  promotion  across  the  Government  as  a  whole. 
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There  is  no  budget  functional  category  for  export  promotion,  and, 
therefore,  the  Commerce  Department's  export  promotion  programs 
compete  with  other  Commerce  Department  funding,  and  the  Agri- 
culture Department's  export  programs  compete  with  other  Agricul- 
ture Department  Programs,  rather  than  one  with  the  other. 

So,  the  result  is  that  you  have  a  situation  where  the  Foreign 
Commercial  Service  in  1991  had  just  somewhere  around  $4  or  $4.5 
million  to  run  its  whole  operation  in  Japan,  to  provide  all  the  as- 
sistance to  the  U.S.  exporting  community  that  it  provides.  At  the 
same  time,  the  California  Raisin  Advisory  Board  got  $4.5  million 
from  the  Agriculture  Department  to  advertise  raisins  in  the  Japa- 
nese market.  Now,  I  think  there's  a  disconnect  there  in  terms  of 
defining  where  our  national  interest  lies  and  serving  the  American 
taxpayers  most  effectively,  and  I  think  those  are  the  types  of  prob- 
lems which,  hopefully,  will  be  addressed  with  the  creation  of  the 
Government-wide  plan  and  the  budget  priorities  as  envisioned  by 
the  Export  Enhancement  Act  of  1992. 

Chairman  Sarpalius.  Mr.  Chiaruttini,  given  the  fact  that  the 
SBA's  Office  of  International  Trade  has  only,  from  what  I  under- 
stand, 26  full-time  employees  nationwide,  do  you  think  that  your 
mandate  to  increase  small  businesses'  trade  and  investment  oppor- 
tunities is  too  broad? 

Mr.  Chiaruttini.  It  certainly  keeps  us  busy,  sir.  I  would  say  that 
we  are  reexamining  where  our  focus  should  be.  That  was  one  of  the 
recommendations  from  the  GAO  report,  and,  perhaps,  it  might 
force  us  to  make  some  choices. 

Right  now,  the  legislation  says,  any  small  business  which  shows 
up  at  our  doorstep,  we  have  to  talk  with  them,  meet  with  them,  no 
matter  if  they're  an  infrequent  exporter  or  just  export  curious.  We 
interpret  the  legislation  to  mean  that  we  have  to  deal  with  them 
on  an  equal  basis.  That  is,  give  the  same  amount  of  time  to  the 
export-curious  as  the  infrequent  exporting  small  business.  That's 
something  I  think  we  would  like  to  look  at  more  carefully. 

Chairman  Sarpalius.  Mr.  Hefley. 

Mr.  Hefley.  Thank  you.  Very  good  testimony,  it  is  interesting 
and  somewhat  encouraging  the  amount  of  activity  that  is  going  on 
in  this  area. 

I  guess  I  am  having  a  little  problem  getting  a  feel  for  what  kind 
of  results  we  are  getting  from  all  this  activity,  and  I  would  appreci- 
ate your  comments  on  that.  We  talked  about  it,  and  it  sounds  like 
you  have  a  lot  of  good  stuff  out  there.  But  are  you  having  compa- 
nies, big  or  small,  and  we  are  interested  particularly  in  the  small, 
that  are  coming  back  to  you  and  saying,  wow,  terrific,  that  is  exact- 
ly what  I  needed,  and  look  at  the  results.  Do  we  have  anyway  to 
measure  results  of  this? 

Mr.  Ford.  I  might  expand  a  little  bit  on  what  I  tried  to  get  at  in 
my  comments  about  the  difficulty  of  doing  that,  and  the  attempts 
we're  making. 

We  like  to  look  at  the  quality  of  the  product  we  have.  So,  if  we're 
trying  to  match  companies  up  with  agents  and  distributors,  and  we 
have  a  service,  and  someone  signs  up  for  that,  we're  going  back  to 
them  asking,  "Are  you  satisfied?  Did  you  make  your  contact?"  So, 
in  a  certain  sense,  by  this  intermediate  measurement,  we  get  an 
idea  of  satisfaction,  that  they  wanted  a  credit  check  on  a  foreign 
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firm,  and  they  were  highly  satisfied  that  we  did  the  job,  and  that 
was  part  of  the  effort. 

We  hesitate  to  throw  out  too  many  numbers,  because  there  are 
certain  caveats  you  have  to  put  around  this.  We're  working  on  a 
success  story  data  base,  but  we  don't  want  to  get  to  the  point,  given 
our  scarce  resources,  where  we're  tasking  our  officers  to  spend 
their  whole  time  chasing  the  people  they've  just  seen,  and  not  get- 
ting to  see  the  people  they  need  to  see.  But  when  they  really  help 
the  company,  and  they  have  a  name  from  the  company  that  they 
can  share  with  us,  we  want  them  to  report  this  back  to  us  from 
overseas.  We  will  then  call  the  firm  up,  and  say,  in  a  very  low  key 
manner,  "We  understand  that  you  were  visiting  our  office.  Is  it 
true  that  the  service  that  was  provided  really  was  useful  for  this 
sale?"  If  they  confirm  that,  we  put  this  in  the  data  base. 

On  the  domestic  front,  we're  trying  to  focus  our  district  offices  on 
really  specific  export  actions.  They  shouldn't  tell  us  anything 
unless  they  actually  can  say  that  at  the  end  of  the  day,  after  they 
did  all  these  things,  the  company  came  to  them  and  told  them, 
openly  again,  no  pressure,  but  openly  said,  this  really  accounted  for 
the  fact  we  were  able  to  sell  overseas. 

We  took  a  stab  at  looking  at  fiscal  year  1990  to  1992  numbers  as 
to  what  we  were  able  to  get  on  this  admittedly  ad  hoc  and  anecdot- 
al basis,  and  we  looked  at  about  1,200  of  these  success  stories,  and 
were  able  to  document  about  $12  billion  worth  of  sales.  This  in- 
cludes a  large  measure  of  overseas  support  that  goes  to  the  air- 
lines, to  Boeing,  and  others  that  are  in  the  aerospace  business,  and 
so,  there  are  large  sales  in  that.  But  a  considerable  portion  looks 
at,  I  think,  small-  and  medium-sized  company  sales. 

You  can  extrapolate  back  from  that  in  a  rough  way  to  jobs  cre- 
ated, if  you  accept  a  certain  number  of  jobs  for  x  amount  of  exports 
and  tax  revenue  generated.  It's  an  indicator  that  we  have  some 
data  on.  I'll  be  happy  to  share  more  details  with  you  on  it.  We 
admit  and  put  caveats  around  it,  because  it's  an  imprecise  science, 
but  it  goes  to  what  I  think  all  of  us  in  trade  promotion  have  to  con- 
front, particularly  when  you're  dealing  with  scare  dollars  is,  how 
do  you  measure  the  performance?  Again,  this  fine  line,  you  don't 
want  to  be  hounding  your  client  to  the  point  that  they  are  reluc- 
tant to  tell  you  what's  happened.  There's  always  that  difficulty, 
where  many  firms,  particularly  the  sales  manager  might  not  want 
the  boss  to  know  that  the  sale  happened  because  there  was  some 
assistance  provided.  There  are  all  sorts  of  issues  there,  but  we  have 
made  an  attempt  in  this  success  story  data  base  format,  and  report- 
ing on  export  actions  to  really  hava  some  concrete  data  with  verifi- 
able names  in  companies  that  could  talk  to  us  about  it. 

Mr.  Hefley.  Does  anybody  else  want  to  comment  on  that? 

Mr.  Mendelowitz.  Yes;  I  think  we  have  to  keep  in  mind  the  pri- 
vate sector  makes  export  sales.  All  the  Government  can  do  is  facili- 
tate the  exporting  effort,  and  to  try  to  justify  the  existence  of  these 
programs  based  on  identifiable  export  sales  directly  attributable  to 
the  Government  assistance  or  facilitating  help  provided,  I  think,  is 
setting  an  extremely  high  standard  by  which  to  measure  the  suc- 
cess of  the  program. 

I'm  a  very  strong  supporter  of  intermediate  measures.  If  you  do  a 
good  job  surveying  your  customer  base  as  to  what  his  needs  are, 
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you  can  identify  that  those  are,  in  fact,  things  that  are  appropriate 
for  the  Government  to  do.  Then  you  follow  up  by  surveying  your 
customer  base  to  ensure  that,  in  fact,  your  customer  base  feels  you 
provided  a  worthwhile  service. 

I  think  you've  gone  about  as  far  as  you  can  go  with  great  confi- 
dence. Show  me  a  salesman  who  will  credit  the  Government  with 
having  made  a  sale,  and  I'll  show  you  a  salesman  who  doesn't  have 
the  fire  in  his  belly  to  be  a  success. 

Mr.  Hefley.  My  experience  has  been  that  most  small  businesses 
are  scared  to  death.  They  dream  of  exporting.  That  looks  like  a 
great  market  out  there,  but  they're  scared  to  death  of  it.  They 
don't  know  the  language;  they  don't  know  the  customs;  they  don't 
have  the  permits;  they  don't  know  this  and  that. 

By  all  of  our  efforts,  are  we  creating  an  atmosphere  where  a 
small  business  is  feeling  more  comfortable  to  come  in  and  talk  to 
you  about  it,  and  explore  it?  Is  that  on  the  increase  or  not? 

Mr.  Chiaruttini.  I  would  like  to  answer  that.  Our  participation 
in  trade  events,  workshops,  and  seminars — this  is  only  anecdotal, 
and  Allan  and  I  do  agree  on  this — it's  very  difficult  to  assess  your 
success.  Someone  has  described  measuring  the  success  of  export 
promotion  efforts  as  being  about  as  easy  as  nailing  Jello  to  the 
wall.  It's  really  difficult  to  get  a  handle  on  just  how  well  you're 
doing. 

I  think,  based  upon  the  small  business  trade  events  we  do,  even 
the  export  curious,  they  hang  in  there  for  a  3-day  conference,  sit  in 
a  room,  perhaps  with  no  air  conditioning,  until  Thursday  or  Friday 
afternoon  listening  to  someone  talk  about  customs  duties.  This 
scene  occurs  over  and  over  again.  There's  a  seriousness  there,  and 
somehow  I  feel  the  message  is  getting  out. 

I  think  also  some  small  businesses  see  how  committed  they  have 
to  be  to  export,  and  we  can  do  them  a  service  by  saying,  "Maybe 
you're  not  ready  yet.  Maybe  you  should  come  back  in  2  years." 

Mr.  Hefley.  You  do  tell  them  that  sometimes? 

Mr.  Chiaruttini.  Oh,  absolutely,  in  our  intake  and  assessment, 
and  that  serves  a  purpose.  It  saves  capital,  it  saves  time,  and  it 
makes  room  for  those  small  businesses  that  are  ready  to  export. 

Mr.  Hefley.  We  have  heard  it  in  your  testimony  and  in  the  prior 
testimony,  about  other  countries  who  put  more  emphasis  on  this 
than  we  seem  to  be  putting.  Are  we  putting  enough  emphasis  on 
it?  Should  we  put  more  resources  into  this  whole  area  of  export? 

Mr.  Mendelowitz.  I  think  the  General  Accounting  Office  is  an 
unlikely  organization  to  be  proposing  that  we  spend  more  money.  I 
think  the  way  we  would  like  to  describe  the  approach  to  this  is 
that,  currently,  the  taxpayer  has  no  assurance  that  the  funds  that 
are  being  expended  are  being  expended  effectively.  There  is  too 
much  overlap,  duplication,  and  lack  of  coherence  to  the  programs 
and  to  the  funding  of  the  programs. 

We  think  that  the  priority  should  be  first  given  to  rationalizing 
over  the  funding,  and  these  delivery  mechanisms  that  provide 
export  assistance,  through  the  creation  of  the  National  Strategic 
Exporting  Plan  and  the  budget  priorities  associated  with  that  plan. 
When  that  is  finished,  I  think  that  the  Congress  and  the  adminis- 
tration will  be  in  a  much  better  position  to  judge  whether,  in  fact, 
more  funds  are  needed. 
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At  this  point,  we  can  tell  you  that  there  are  programs  out  chere 
that  have  more  money  than  they  can  use  effectively.  There  are 
other  programs  out  there  that  don't  have  enough  money.  On  the 
one  hand,  we  have  had  periods  of  time  when  Foreign  Commercial 
Service  officers  overseas  were  not  returning  phone  calls  or  faxes 
because  they  didn't  have  money  in  their  budget  to  pay  for  the  tele- 
phone calls. 

On  the  other  hand,  and  this  is,  of  course,  dated  information,  it 
goes  back  to  1989,  we  have  the  example  in  1989  where  the  Target 
Export  Assistance  Program  at  the  Agriculture  Department  was 
just  giving  away  money.  I  think  it  was  the  chief  financial  officer  of 
Newman's  Own  who  reported  that  she  received  a  call  that  said, 
send  us  a  letter,  and  we'll  send  you  some  money.  So,  we've  got  to 
get  all  that  worked  out.  We've  got  to  get  all  that  sorted  out,  and 
once  we're  using  what  we're  spending  now  effectively,  we'll  be  in  a 
better  position  to  decide  whether,  in  fact,  more  is  decided.  I  mean, 
we,  not  me  personally,  but  the  Congress  and  the  administration. 

Mr.  Hefley.  Well,  is  Congress  at  fault  for  all  this  kind  of  over- 
lapping jurisdictional  problems?  Is  it  our  fault  that  we  need  to 
change  the  rules  of  the  game  here? 

Mr.  Mendelowitz.  I  wouldn't  say  Congress  is  specifically  at 
fault.  I  would  say  that  there  are  a  large  number  of  reasons  why 
this  happens. 

Clearly,  the  fact  that  the  budget  of  the  United  States  has  no 
budget  functional  category  for  export  promotion  makes  it  very  dif- 
ficult to  approach  the  issue  rationally.  The  fact  that  there  are,  I 
believe,  five  subcommittees  in  the  House  Appropriations  Commit- 
tee and  five  subcommittees  in  the  Senate  Appropriations  Commit- 
tee, which  fund  some  kind  of  export  promotion  programs,  makes  it 
very  difficult  for  the  programs  to  be  addressed  rationally. 

The  fact  that  there  are  a  large  number  of  different  committees 
that  have  oversight  responsibility  over  various  pieces  of  the  export 
promotion  programs  makes  it  difficult  to  address  it  rationally. 

An  observation — I  realized  this  at  one  point  along  the  way — is 
that  in  all  of  Washington,  there's  only  one  organization  where  the 
work  relating  to  all  the  exporting  that  goes  on  in  the  Government 
is  brought  together  in  one  place,  and  that's  at  the  General  Ac- 
counting Office.  We  have  one  group  that  looks  at  what's  going  on 
with  respect  to  exporting  at  Commerce,  at  Eximbank,  at  the  SBA, 
and  the  Agriculture  Department,  Energy  Department,  and  we  are 
it.  At  every  place  else  in  this  town,  the  issue  is  addressed  piece- 
meal, with  a  large  number  of  people  having  cognizance  over  a 
small  piece  of  it. 

Mr.  Hefley.  Are  you  optimistic  that  we're  going  to  make 
progress  on  getting  some  rationale  to  this,  or  do  we  really  need  to 
restructure  it  in  Congress  to  get  to  that  point? 

The  purpose  of  having  you  in  is  to  try  and  see  if  we  can  figure 
out  anjrthing  that  we  can  do  better. 

Mr.  Mendelowitz.  Sure.  I  really  believe  that  the  Export  En- 
hancement Act  of  1992  is  a  very,  very  important  first  step  if  it's 
seriously  implemented,  and  effectively  implemented.  The  power  of 
what's  required  under  that  Act  is  quite  substantial,  and  the  beauty 
of  it  is  that  it  doesn't  cause  people  to  throw  up  defenses.  It  doesn't 
cause  people  to  immediately  look  to  turf  protection  and  things  like 
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that,  because  it  really  requires  a  sort  of  very  analytical  approach  to 
what  we're  doing. 

If  you  were  to  tell  me  that  Congress  was  going  to  take  a  hard 
look  at  all  of  its  committee  structures,  they  were  going  to  try  to 
restructure  the  committees 

Mr.  Hefley.  You  would  laugh,  but  then  what  would  you  do? 

Mr.  Mendelowitz.  No. 

[Laughter.] 

Mr.  Mendelowitz.  I  would  say,  well,  listen,  we're  at  a  watershed 
in  history.  The  Cold  War  is  over,  the  Soviet  Union  is  collapsed,  the 
United  States  is  in  the  process  of  really  reordering  its  priorities, 
and  reordered  priorities  probably  require,  to  be  really  effective  at 
the  governmental  level,  a  reorganization  of  the  executive  branch 
agencies.  When  the  executive  branch  agencies  are  reorganized,  pro- 
viding appropriate  oversight  of  that  would  require  some  restructur- 
ing of  the  committee  structure  on  the  Hill. 

I  don't  think  it's  something  that  Congress  can  or  should  or  has  to 
do  by  itself.  I  think  it's  really  a  question  of  how  the  Government 
sits  down  to  figure  out  what's  the  most  effective  structure  to 
pursue  our  new  priorities  in  the  post-Cold  War  era. 

Mr.  Hefley.  One  last  area  I'd  like  for  us  to  look  at.  We  talked  a 
lot  about  experience,  and  whether  people  are  trained  well  enough 
to  really  provide  the  good  advice  that  these  people  are  seeking.  One 
of  the  programs,  I  think,  that  has  worked  very  well  is  SCORE,  and 
I  like  the  idea  of  using  retired  senior  executives,  people  who  have 
done  it  themselves,  to  really  do  it.  How  effective  is  this? 

Mr.  Chiaruttinl  I  think  as  with  all  volunteer  efforts,  it  varies.  \ 
have  talked  with  small  businesses  that  will  sing  the  praises  of 
SCORE  in  helping  them  go  international,  and  often  this  is  in  areas 
where  there  are  big  retirement  communities.  Boca  Raton  has  a 
great  reputation  for  good  SCORE  volunteers.  It  varies. 

I  think  it's  a  resource  that  we  try  to  shape  within  the  SBA.  At 
training  events,  we  try  to  include  what  we  call  regional  interna- 
tional trade  coordinators  of  SCORE.  They're  going  to  be  involved  in 
our  August  training.  Our  office  also  pays  part  of  the  expenses  of  a 
SCORE  international  trade  director  who  works  right  with  our 
office  to  interface  with  the  SCORE  membership,  which  now  com- 
prises 13,000  volunteers.  We  estimate  maybe  850  have  some  kind  of 
international  trade  experience. 

I  think  the  talent  is  there.  I  think  it  varies  in  degree  of  effective- 
ness. That's  just  again,  anecdotal.  I  have  no  real  strong  evidence 
one  way  or  the  other. 

Mr.  Mendelowitz.  When  we  did  our  assessment  of  the  SBif\'s  as- 
sistance to  exporters,  we  looked  at  the  export  revolving  line  of 
credit  program.  We  looked  at  the  loan  guaranty  programs.  We 
looked  at  the  SBDC  Program.  We  looked  at  the  Office  of  Interna- 
tional Trade.  We  looked  at  the  trade  specialists  out  in  the  regions. 

We  did  not  do  an  in  depth  assessment  of  the  SCORE  contribution 
to  export  counseling,  and  the  reason  why  we  didn't  is  that  when  we 
did  a  cursory  review  of  the  statistics,  the  vast  majority  of  SCORE 
participation  and  export  counseling  were  one-time  meetings,  and 
we  felt  that  it  was  nothing  very  involved  and  substantive  that  war- 
ranted our  expenditure  of  resources  to  look  at  it.  These  one-time 
meetings  may  provide  very  important  assistance  and  information 
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to  small  firms,  even  if  it's  just,  as  Jerry  pointed  out,  telling  them 
that  they're  not  ready  to  export  yet. 

Mr.  Chiaruttini.  Or,  if  they  are,  we  make  a  referral  to,  perhaps, 
a  small  business  institute,  or  an  SBDC,  or  to  someone  at  Com- 
merce. 

Mr.  Mendelowitz.  Right. 

Mr.  Chiaruttini.  They  act  as  an  entry  point  for  the  export  curi- 
ous. 

Mr.  Mendelowitz.  But  the  direct  assistance  provided  by  almost 
all  the  SCORE  contacts  didn't  go  beyond  one  time  meetings,  and  so 
we  were  quite  confident  that  as  a  programmatic  area,  it  didn't  rep- 
resent the  kind  of  in-depth  assistance  that,  in  fact,  would  take  a 
company  by  the  hand  and  help  transit  it  into  the  export  business 
world. 

Mr.  Hefley.  Thank  you  very  much.  Great  testimony. 

Chairman  Sarpalius.  Thank  you.  I  want  to  also  close  by  saying 
that  we  will  keep  the  record  open  for  other  members  who  would 
like  to  offer  any  other  statements. 

[Mr.  Hefley's  and  Mr.  Ramstad's  statements  may  be  found  in  the 
appendix.] 

Chairman  Sarpalius.  Also,  I  have  several  more  questions  I 
would  like  to  ask,  but  we  would  be  here  all  afternoon.  If  you  do  not 
mind,  we  will  send  you  those,  if  you  would  be  kind  enough  to 
answer  those  questions  for  us. 

This  committee  has  been  charged  with  the  responsibility  of 
trying  to  help  small  businesses  benefit  from  exports,  and  I  think  all 
of  us  have  admitted  that  we  have  some  weak  spots,  and  we  want  to 
try  and  do  a  better  job.  Each  one  of  us  will  go  home  tonight  to  our 
families,  and  we  do  not  have  to  worry  about  our  paycheck  next 
month. 

But  you  have  to  think  that  there  are  thousands  of  people  in  this 
country  who  do  not  have  a  paycheck,  and  for  every  $1  billion  that 
we  can  generate  through  exports,  that  is  20,000  jobs  to  the  Ameri- 
can people.  So,  when  you  go  home  tonight  and  you  think  about  how 
fortunate  you  are,  stop  and  think  of  the  opportunities  that  you 
have  to  try  to  help  provide  employment  for  many  other  people. 

I  hope  we  can  work  together  as  a  team  to  try  to  streamline  Gov- 
ernment, do  a  more  efficient  job  and  to  really  provide  a  service  for 
those  small  businesses  out  there  that  are  trying  to  be  more  success- 
ful. I  thank  each  one  of  you  gentlemen  for  your  testimony,  for  your 
time,  for  your  efforts  and  for  the  job  that  you  are  doing.  Thank 
you. 

[Whereupon,  at  3:50  p.m.,  the  subcommittee  was  adjourned,  sub- 
ject to  the  call  of  the  Chair.] 
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HEARING  ON  THE  EFFECTIVENESS  OF  FEDERAL  EXPORT  PROGRAMS 

i^ril  28,  1993 


This  hearing  will  ask  what  can  be  done  to  help  small  businesses 
export,  do  they  need  special  assistance,  and  which  agency  is  best 
suited  to  meet  the  needs  of  small  businesses.   Based  on  this 
information,  the  Subcommittee  will  evaluate  and  look  to  streamline 
export  assistance  programs  to  make  them  more  'user  friendly.' 

Since  small  businesses  account  for  over  half  of  all  of  the  jobs  in 
America,  increasing  small  business  exports  could  result  in  the 
creation  of  many  high-wage  positions.   Unfortunately,  less  than  10 
percent  of  all  American  small  businesses  —  and  that's  a  generous 
figure  —  are  involved  in  exporting. 

In  today's  global  economy,  it  is  imperative  that  U.S.  businesses  get 
involved  in  exporting  —  it's  the  only  way  we'll  maintain  our 
competitive  edge.   Gone  are  the  days  when  an  American  firm  can  be 
content  with  just  the  U.S.  market.   We  live  in  a  different  world 
today,  and  to  be  competitive,  we  need  to  realize  that  we  live  in  a 
global  market  place. 
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In  short,  U.S.  business  needs  to  learn  how  to  compete 
internationally,  and  it  needs  to  learn  how  to  become  a  more 
aggressive  exporter.   This  is  an  area  where  there  is  much  room  for 
improvement:  in  1991,  U.S.  exports  accounted  for  only  7.5  percent  of 
the  Gross  Domestic  Product,  compared  with  25.8  percent  for  Germany 
and  17.8  percent  for  France. 

We  need  to  be  creative  in  encoviraging  U.S.  exports  and  use  every  tool 
at  our  disposal.   So  far,  we  have  failed  to  do  so.   In  1993,  the  U.S. 
will  offer  $3  50  million  in  tied-aid  financing  to  help  facilitate  U.S. 
capital  goods  exports,  while  Japan,  Germany  and  other  nations  are 
expected  to  spend  over  $10  billion  each  for  the  same  purpose. 

The  U.S.  Government  has  been  slow  to  rise  to  the  challenge  of 
increasing  the  volume  of  American  exports.   With  over  100  programs 
scattered  among  ten  agencies,  the  federal  government  has  responded  to 
the  export  challenge  in  a  disjointed  manner. 

For  far  too  long,  the  federal  government  has  been  dormant,  while 
Europe  and  Japan  have  been  ruling  the  global  market.   Now  it's  time 
for  America  to  wake  up  and  learn  to  compete  internationally.   What 
will  it  take  to  achieve  that  goal?  That's  what  this  hearing  is  all 
about . 

The  time  has  come  for  the  federal  government  to  put  its  shotgun  down 
and  to  deal  with  the  export  problem  with  a  rifle  shot  —  with  a 
single  focus  in  mind.   Let's  figure  out  what  the  goal  is  and  then 
figure  out  the  best,  most  cost-effective  way  of  getting  there. 
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Competing  globally  requires  that  businesses  explore  and  capture 
markets  in  other  countries  —  especially  small  businesses. 

Why  small  business?   Because  America's  small  businesses  can  be  a 
source  of  tremendous  growth  for  this  nation.   Their  active  exporting 
to  many  different  nations  can  be  an  excellent  source  of  economic 
stability  and  a  chance  for  long-term  sustained  economic  growth. 

This  whole  country  is  looking  at  ways  to  stimulate  our  economy  and  to 
create  new  jobs.   The  American  people,  throughout  our  history,  have 
always  had  the  desire  to  compete.   The  American  ideal  promises  each 
and  everyone  of  us  the  right  to  dream  any  dream  and  the  chance  to 
make  that  dream  come  true.   The  time  has  come  for  us  to  give  the 
opportunities  that  the  world  has  to  offer  to  America's  small 
businesses.  - 

Unfortunately,  small  businesses  can't  do  it  alone  —  they  lack  the 
resources  necessary  to  penetrate  the  global  market.   Fortunately,  we 
have  some  excellent  witnesses  here  today  who  can  shed  light  on  how  we 
can  improve  the  federal  government's  export  assistance  programs  and 
to  decide  which  agency  is  best  suited  to  that  mission. 
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Introductory  Statement  of  Congressman  Joel  Hefley 

Small  Business  Export  Hearing 

House  Small  Business  Committee 

Subcommittee  on  Development  of  Rural  Enterprises,  Exports,  and  the  Environment. 

Mr.  Chairman,  thank  you  for  holding  this  hearing  on  the  federal  government's  export  promotion 
programs.  Considering  how  important  exports  are  to  our  economic  health,  I  think  this  is  an  appro- 
priate subject  with  which  to  inaugurate  this  subcommittee's  activities. 

I  look  forward  to  hearing  the  testimony  of  our  witnesses  today.  Certainly,  given  the  current  state  of 
federal  export  promotion,  I  think  there  is  much  room  for  improvement  and  I  hope  today's  witnesses 
can  help  us  to  direct  our  efforts. 

According  to  the  GAO,  the  federal  government  spent  $2.6  billion  in  Fiscal  Year  1991  on  its  export 
promotion  activities.  While  almost  $2  billion  of  that  money  went  to  Agriculture  Department  pro- 
grams, only  $3.7  million  was  spent  by  the  Small  Business  Administration.  Given  this  unbalance,  I 
think  its  safe  to  say  that  our  federal  export  programs  suffer  from  a  lack  of  direction. 

For  example,  I  recently  learned  that  the  Agriculture  Department  has  provided  advertising  subsidies 
to  successful  corporations  like  Dole,  Sunkist,  and  Pillsbury.  While  I  don't  have  anything  against 
orange  growers,  I  think  the  fact  that  these  three  companies  receive  several  times  more  money  for 
export  promotion  than  all  of  America's  small  businesses  put  together  demonstrates  a  failure  on  the 
part  of  Congress  to  coordinate  and  provide  oversight  of  our  export  promotion  efforts. 

A  recent  GAO  report  highlighted  this  failure  in  its  report  on  the  Trade  Promotion  Coordinating 
Committee.  Since  we  have  both  the  trade  expert  from  the  GAO  and  a  representative  from  the  Trade- 
Promotion  Coordinating  Committee  here  today,  I  expect  some  of  these  concems  will  be  addressed. 

Within  the  Small  Business  Administration's  programs,  I  hope  their  witness  can  provide  us  with 
some  insight  into  how  the  SBA  export  programs  work,  if  at  all.  Another  GAO  report  on  SB  A 
export  programs  was  critical  of  the  SBA  programs  and  recommended  a  more  focused  approach. 

Another  issue  facing  the  SBA  is  the  Clinton  Administration's  proposal  to  eliminate  the  Small  Busi- 
ness Development  Center  Program.  The  bulk  of  the  SBA's  export  promotion  effort  is  conducted 
through  these  centers  and  this  action  would  obviously  have  a  dramatic  impact  on  the  SBA's  export 
promotion  program.  I'm  interested  to  hear  a  reaction  to  President  Clinton's  proposal. 

Once  again,  I  thank  Chairman  Sarpalius  for  holding  this  hearing  and  I  thank  the  witnesses  for  taking 
the  time  to  be  with  us  today.  I  look  forward  to  an  informative  and  productive  hearing. 
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STATEMENT  OF  CONGRESSMAN  JIM  RAMSTAD 

BEFORE  THE  HOUSE  SMALL  BUSINESS  SUBCOMMITTEE  ON  EXPORTS 

April  28,  1993 

SMALL  BUSINESS  EXPORTS:  THE  UNTAPPED  POTENTIAL 

Mr.  Chairman,  I  want  to  thank  you  for  calling  this  important  hearing  to  examine 
the  effectiveness  of  current  Federal  export  programs  and  their  impact  on  small 
businesses. 

In  our  increasingly  global  economy,  it  is  absolutely  essential  to  continue  the 
strong  growth  in  exports  we  have  enjoyed  in  recent  years.    Exports  accounted  for 
70  percent  of  the  growth  in  our  country's  GNP  over  the  last  three  years.    In 
1991,  exports  reached  a  record  $422  billion.    Without  overseas  markets  for  U.S.- 
made  goods,  the  recent  recession  would  have  been  even  more  devastating  to  our 
economy  and  workers. 

In  recent  years,  trade-related  jobs  have  grown  three  times  faster  than  overall  job 
creation.    In  my  state,  there  are  some  95,000  jobs  directly  related  to  foreign 
trade.    Almost  2,000  Minnesota  businesses  export.    Clearly,  trade  is  vital  to  the 
health  of  the  U.S.  economy. 

We  all  know  the  value  of  small  businesses  to  our  economy.    Small  businesses 
account  for  some  85  percent  of  the  job  growth  in  our  economy,  and  in  fact, 
created  aN  of  the  net  new  jobs  in  this  country  between  1988  and  1990, 
according  to  the  SBA. 

It  is  obvious  that  encouraging  and  enabling  the  job-creating,  small  business  sector 
of  our  economy  to  expand  its  ability  to  export  is  absolutely  crucial  to  ensuring  the 
long-term  competitiveness  and  economic  health  of  our  country. 

That's  why  it  is  so  important  to  hold  hearings  like  this  to  examine  the  federal 
government's  role  in  export  and  trade  promotion  and  to  determine  the 
effectiveness  of  current  programs. 

I  have  heard  that  there  are  some  100  different  programs,  in  over  10  different 
federal  agencies,  that  provide  export  assistance!    Because  of  a  lack  of  clear 
priorities  and  strategy,  it  appears  these  programs  are  not  as  effective  as  they 
could  be  -  particularly  in  relation  to  small  businesses. 

Mr.  Chairman,  we  certainly  need  to  thoroughly  investigate  these  programs  and 
consider  a  complete  overhaul  of  existing  programs  so  they  can  better  serve  the 
small  businesses  of  our  country. 

I  am  very  much  looking  forward  to  hearing  from  our  witnesses  today.  Let's  hope 
today's  hearing  is  the  first  step  in  that  thorough  -  and  necessary  -  reform  effort. 
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Good  morning,  Mr.  Chairman,  and  members  of  the  Committee.  It  is  a  pleasure  to  be  here  today  to 
address  the  needs  of  small  and  midsized  business  exporters. 

My  name  is  Virginia  Littlejohn,  President  of  Global  Strategies  in  Chevy  Chase,  Maryland.  I  serve  as 
Chair  of  the  U.S.  Chamber  of  Commerce's  International  Subcommittee  of  its  Council  of  Small  Business, 
as  Executive  Director  of  the  National  Association  of  Women  Business  Owners  (VAWBO),  and  as  Vice 
President  of  the  28-nation  Les  Femmes  Chefs  d'Entreprises  Mondiales,  known  as  FCEM,  or  the  World 
Association  of  Women  Entrepreneurs.  By  way  of  additional  background,  let  me  say  that  I  have  lived  in 
Germany,  J^an,  Mexico  and  Central  Europe  for  a  total  of  ten  years;  negotiated  international  business 
deals;  helped  established  business  organizations  and  trade  associations  in  the  Philippines  and  the  former 
Soviet  Union;  and  worked  extensively  in  the  former  Warsaw  Pact  countries.  I  currently  write  the  "Going 
Global"  column  for  Association  Trends  -  the  newsweekly  for  the  association  community  -  which  outlines 
ways  in  which  associations  can  help  their  members  penetrate  international  markets. 

For  most  of  our  history,  America's  economy  operated  successfully  in  splendid  isolation.  But  with  the 
increasing  integration  of  the  world's  economies,  NAWBO  and  the  U.S.  Chamber  of  Commerce  believe 
that  the  United  States  must  export  far  more  aggressively  if  we  are  to  enhance  our  international 
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competitiveness,  improve  our  balance  of  payments  deficit,  and  maintain  our  quality  of  life. 

We  must  set  a  national  goal  to  expand  American  exports  to  at  least  the  average  of  the  G-7  countries  by 
the  year  2000.  That  means  we  must  raise  the  volume  of  U.S.  exports  as  a  percentage  of  Gross  Domestic 
Product  from  the  current  7.5  percent  to  the  current  G-7  average  of  16.5  percent.  This  is  crucial  to  our 
economic  well  being,  as  exporters  have  contributed  most  of  the  growth  in  the  U.S.  economy  in  the  past 
three  years.  The  creation  of  new  jobs  in  large,  midsized  and  small  firms  in  all  sectors  is  vitally 
dependent  on  accelerating  that  trend. 

Export  growth  as  a  national  priority  can  be  achieved  by: 

•  Formulating  a  national  export  development  plan  with  sustained  oversight  by  the  White  House  to  ensure 
strategic  coordination  among  all  relevant  federal  agencies. 

•  A  unified  budget,  whicji  aligns  resources  to  advance  priorities  of  the  national  plan. 

•  Encouraging  commercial  banks  to  provide  export  finance,  and  increasing  federal  export  finance 
programs. 

•  Greater  leveraging  of  U.S.  contributions  to  international  financial  institutions  to  benefit  American 
exporters. 

This  testimony  will  discuss  several  of  these  concepts  from  the  point  of  view  of  small  and  midsized 
businesses,  and  will  touch  upon  the  role  of  the  private  sector  in  facilitating  trade  expansion. 

The  preponderance  of  U.S.  exporting  today  is  done  by  Fortune  1000  companies.  Only  an  estimated  1 
in  10  small  and  midsized  businesses  that  could  export  currently  does  so.  Future  growth  must  come  from 
passive  exporters-those  who  export  infrequently-and  those  who've  never  tried.  With  appropriate 
leadership,  training  and  support,  thousands  of  additional  small  and  midsized  American  firms  could 
become  successful  exporters. 

The  first  obstacle  is  knowledge  and  skills  gaps,  and  fear  of  the  unknown.   When  everyone  around  you 
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believes  die  world  is  flat,  it  requires  courage  and  m  enormous  leap  of  futh  to  set  sail  around  the  world 

A  second  cluster  of  obsudes  are  the  numerous  compxing  agencies  in  the  Federal  export  infrastructure. 
Most  small  and  midsized  businesses  simply  don't  have  the  know-how,  resources  and  stamina  to  wend 
their  way  through  the  over  20  separate  Federal  agencies  comprising  America's  exporting  maze. 

Federal  players  trying  to  entice  smaller  firms  into  the  globil  marketplace  include  the  Small  Business 
Administration,  Department  of  Commerce,  Eximbank,  and  die'Xerseas  Private  Investment  Corporation 
(OPIC). 

Historically,  Commerce's  and  SBA's  efforts  have  focused  on  encowaging  small  and  midsized  businesses 
to  go  on  trade  missions,  or  to  attend  large  export  promotion  events.  While  many  of  these  trade  missions 
are  highly  effective,  large  dog-and-pony  shows  designed  to  encourage  the  multitudes  to  export  are  not, 
in  our  opinion,  a  good  use  of  taxpayers'  money.  The  current  de-%mphasis  of  this  program  is 
encouraging.  The  government  should  emphasize  those  sectors  and  those  narkets  where  U.S.  exporters 
have  the  most  potential  for  increased  sales  of  services  and  value-added  products.  In  addition,  the 
government  should  develop  profiles  of  successful  small  and  midsized  busness  exporters,  and  work 
closely-on  an  on-going  basis-with  industries  and  companies  that  are  likely  u  be  successful. 

While  Exim  has  provided  a  portion  of  its  loans  to  firms  that  are  not  in  the  Fortuie  1000,  their  programs 
are  generally  not  well  known  in  the  small  and  midsized  business  community.  Exiabank  simply  lacks  the 
outreach  resources  to  involve  these  smaller  firms  and  local  banks  are  often  ill-equtpped  to  participate  in 
these  programs. 

And  finally,  while  Commerce  and  other  agencies  have  generated  literally  tons  of  information  about  doing 
business  overseas,  because  of  the  sheer  magnitude  of  the  tonnage,  it  has  often  been  difficult  to  sluice  out 
"golden  nugget'  information  and  business  opportunities  from  low-grade  ore. 

The  entire  process  needs  to  be  made  more  user-friendly  for  small  and  midsized  firms  by  emphasizing  one- 
stop  shopping,  improving  access  to  high  quality  information  through  the  use  of  technology,  increased 
mentoring,  and  improved  access  to  capital  and  international  business  relationships.  More  aggressive 
support  of  exporting  would  strengthen  manufacturing  as  a  contributor  to  job  creation  and  economic 
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growfli.  and  stimulate  new  growth  industries  with  Mature  domestic  markets. 

A  rational  exporting  policy  must  include  meaniq^  policies  and  programmatic  support  for  the  exporting 
of  services,  which  has  been  an  orphaned  chi»l  in  the  area  of  export  promotion.  Services  are  a  sector  in 
hch  the  U  S  leads  the  world.  Two-third*  of  U.S.  GDP  is  derived  from  services,  three-fourths  of  our 
workers  are  employed  in  services,  and  private  service  exports  generated  a  $59  bilUon  trade  surplus  in 
1991.  compared  wiA  a  $73  billion  uerchandise  trade  deficit,  according  to  the  Wall  Street  Journal 
(4/21/93  p.  1).  The  government  mut  improve  services  statistics,  so  that  rational  public  policies  can  be 
formulated.  Many  economists  belifve  that  the  U.S.  so  undercounts  services  that  we  may  not  even  have 
a  trade  deficit  at  all! 

The  govermnent  must  also  impiove  coordination  among  Federal  agencies,  state  and  local  government, 
and  the  private  sector.  The  lawrechartering  Eximbank  gives  us  an  opportunity  to  forge  such  cooperation. 
It  requires  the  formation  of  4  Trade  Promotion  Coordinating  Committee  (an  interagency  entity  comprised 
of  eighteen  agencies),  to  formulate  a  National  Expon  Development  Plan.  For  Ae  first  time,  we  can 
establish  clear  national  priorities  and  hold  all  agencies  accountable  to  these  goals.  To  make  such  an 
approach  work  we  needto  develop  an  integrated  export  expansion  budget  tied  to  die  achievement  of  the 
national  goals.  Management  oversi^t  by  the  White  House  would  also  help  ensure  a  better  level  of 
coordination. 

The  U.S.  Chamber  is  working  with  the  TPCC  to  develop  such  a  plan.  We  welcome  a  chance  to  work 
with  this  subcommittee  and  other  interested  parties  in  drafting  this  strategy. 

One  mechanism  worth  exploring  would  be  for  the  govermnent  to  partner  with  large  corporations  that  are 
already  major  players  in  the  global  economy-such  as  IBM,  American  Express,  AT&T,  and  Federal 
Express-and  to  identify  ways  tibat  they  can  assist  small  and  midsized  companies  in  going  global.  Another 
vehicle  would  be  to  expand  second-tier  exporting  by  leveraging  relationships  and  providing  training  and 
mentoring  between  big  business  exporters  and  their  small  and  midsized  business  suppliers. 

A  high  priority  should  be  placed  on  the  utilization  of  business  organizations  such  as  NAWBO,  the  U.S. 
Chamber  of  Commerce,  and  trade  associations  to  assist  with  the  challenges  of  expanding  world  trade. 
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We  could  adapt  the  international  'market  development  cooperator'  programs  which  are  being  piloted  at 
Commerce  to  the  needs  of  the  small  and  midsized  business  sectors,  using  trade  associations  and  business 
organizations  as  intermediaries.  By  training  their  members  in  how  to  go  global,  and  assisting  them  in 
doing  so,  associations  could  play  a  major  role  in  catalyzing  America's  economic  resurgence. 

Let's  look  at  several  organizations  in  which  a  market  development  cooperator  program  might  work 
successfiilly. 

The  National  Association  of  Women  Business  Owners  r^resents  the  interests  of  more  than  6  million 
women  business  owners  in  the  United  States— a  constituency  which,  by  the  way,  employs  more  people 
than  all  the  Fortune  500  companies  combined.  We  have  5,000  members,  fully  37  percent  of  whom  are 
currently  involved  with  international  trade,  or  expect  to  be  soon.  This  percentage-unusually  high  for 
a  small  business  organization-is  a  direct  result  of  strategy,  intentional ity  and  international  access.  Since 
1984,  NAWBO  has  been  affiliated  with  Les  Femmes  Chefs  d'Entreprises  Mondiales,  known  as  FCEM, 
or  the  World  Association  of  Women  Entrepreneurs.  NAWBO's  affiliation  with  FCEM  is  supported 
financially  by  IBM  Corporation.  Since  affiliating  with  FCEM,  NAWBO  has  conducted  trade  missions 
to  London,  Frankfurt,  Madrid,  Tokyo,  Osaka,  Costa  Rica  and  Guatemala;  business  exchanges  to 
Malaysia,  Russia,  Estonia  and  Canada;  hosted  numerous  reverse  trade  missions  and  exchanges;  and 
hosted  an  FCEM  World  Congress.  We  began  offering  international  programming  at  all  our  national 
meetings  in  the  mid  80s,  and  encouraged  our  50  chapters  to  have  an  international  chair.  The  Capital 
Area  Chapter  of  NAWBO,  for  example,  sponsors  a  monthly  international  breakfast,  as  well  as  frequent 
embassy  receptions  and  international  networking  events  focused  on  particular  countries  or  regions  of  the 
world.  The  chapter  has  a  large  International  Committee  with  chairs  for  each  region,  as  well  as  chairs 
for  numerous  countries. 

National  NAWBO  is  about  to  go  on-line  with  an  E-mail  system,  and  one  module  will  focus  on 
international  trade.  Numerous  contacts  and  resources  from  our  Capital  Area  Chapter  can  be  shared  with 
NAWBO  chapters  and  members  around  the  country.  In  addition,  AIDDA,  our  Italian  counterpart  in 
FCEM,  will  also  be  going  on-line  in  the  next  few  months.  We  are  actively  exploring  how  we  can  use 
electronic  mail  to  link  our  two  associations  for  purposes  of  international  business.  After  the  U.S. -Italian 
pilot,  we  hope  to  link  all  countries  in  FCEM  via  E-mail  in  order  to  expand  trade  opportunities  through 
technology. 
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The  Giamber  of  Commerce  provides  another  model  for  a  potential  market  development  cooperator 
program  that  could  assist  small  and  midsized  businesses  in  going  global— leveraging  its  incomparable 
network  of  2,600  local  and  state  chambers,  its  1 ,200  trade  association  members,  10  bilateral  international 
business  councils,  ^  American  Chambers  of  Commerce  around  the  world,  and  its  impressive 
communications  network. 

And  finally,  by  establishing  market  development  cooperator  relationships  with  associations  and  business 
organizations  representing  immigrants  and  minority-owned  firms,  we  could  build  on  our  rich, 
multicultural  traditions  as  the  world's  preeminent  melting  pot  to  vastiy  expand  international  trade  with 
the  countries  of  Asia,  Latin  America,  Africa,  Eastern  Europe  and  the  former  Soviet  Union. 

This  concludes  my  prepared  remarks.  Many  thanks,  Mr.  Chairman,  for  the  opportunity  to  testify  on  this 
important  issue. 
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Good  Morning,  my  name  is  Suzanne  M.  Cole,  I  aim  currently  Vice 
President  of  Analytic  and  Biological  Laboratories.  I  would 
like  to  express  my  appreciation  to  the  Chairman  (of  the 
Subcommittee  on  the  Development  of  Rural  Enterprises, 
Exports,  and  the  Environment  of  the  Committee  on  Small 
Business) ,  and  all  of  the  committee  members  for  inviting  me 
to  testify  today. 

I  want  to  emphasize  that  the  promotion  of  small  business  is 
one  of  the  most  important  issues  for  Congress  and  President 
Clinton  to  address.   As  global  competitive  pressures  increase 
large  businesses  are  becoming  small  businesses.   We  as  a 
country  have  too  often  ignored  this  very  important  segment  of 
the  economy  which  has  created  and  will  create  the  majority  of 
new  employment  and  new  investment  in  the  United  States. 
Unlike  ever  before  in  American  history,  small  businesses  are 
emerging  as  the  apex  of  new  development  and  hope  for  many  of 
America's  workers. 

Analytic  and  Biological  Laboratories  (A&B)  is  a  full  service 
laboratory  which  has  been  involved  in  every  aspect  of 
analytic  and  biological  testing  for  36  years.  We  employ  50 
people  at  our  21,500  square  foot,  state  of  the  art  facility 
in  Farmington  Hills,  Michigan.   A&B's  largest  growth  sector 
is  environmental;  thus,  we  provide  numerous  environmental 
services.   The  sector  we  have  identified  as  providing  the 
most  growth  potential  is  environmental  services  exporting. 
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Small  businesses  like  A  &  B  will  play  a  key  role  in  expanding 
our  current  economy.   Over  75  percent  of  new  employment  in 
this  country  will  take  place  because  of  small  businesses. 
The  small  business  of  today  is  a  lean  operation  which  has 
created  a  track  record  of  performance  while  minimizing  costs. 
These  businesses  are  more  responsive  to  changing  market 
conditions.  For  example  look  at  the  changes  which  have 
occurred  in  the  last  ten  years,  soon  Microsoft  will  be  worth 
more  than  IBM.   Small  businesses  have  often  provided  the 
leadership  for  change  and  in  many  cases  have  been  the  leaders 
in  development  of  new  technology. 

Small  businesses  are  leading  the  charge  to  develop  new 
markets,  create  new  industries  and  expand  the  potential  for 
new  products  well  into  the  next  century. 

The  role  of  exports  is  also  important  to  the  State  of 
Michigan.   Nationally,  Michigan  ranks  4th  in  value  of 
manufactured  exports,  just  behind  California,  Texas,  and 
Ohio.   Employment  related  to  manufactured  exports  in  Michigan 
is  8%  higher  than  the  national  average,  at  57.9  percent.   In 
both  Business  Services  and  Transportation,  Commerce  and 
Utilities  are  1%  higher  than  the  national  average. 
Only  in  the  trade  sector  of  Michigan  industry  is  employment 
less  than  the  national  average  for  manufacturing  exports. 
Employment  is  also  expanding  in  export  related  employment; 
from  1984  through  1987  there  was  a  net  increase  of  38,100 
jobs  directly  resulting  from  exporting.   Approximately  27% 
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of  Michigan  Manufacturers  export  some  products,  which  in 
numerical  terms  is  5,003  companies  which  are  involved  in 
exporting. 

The  small  exporter  is  fundamentally  different  from  the  large 
exporter.   Many  large  corporations  dedicate  several 
employees  on  a  full  time  basis  to  handle  every  aspect  of 
exporting.   Shipping  problems,  border  delays,  legal  hurdles 
to  exporting  as  well  as  developing  a  country  by  country 
marketing  program  are  all  within  the  reach  of  a  large 
exporter.   Small  companies  often  have  one  person  who  performs 
all  of  these  functions,  and  often  times  have  operational 
oversight  responsibilities.  I  am  an  example  of  this  type 
of  individual.   Small  companies  often  do  not  have  the 
manpower  or  financial  flexibility  necessary  to  manage  each  of 
these  specialized  functions.  As  I  indicated  earlier,  in  order 
for  small  companies  to  compete  they  must  be  lean  and  have  the 
flexibility  to  react  to  sudden  market  changes. 

President  Clinton  outlined  a  major  initiative  in  his 
Technology  plan  entitled  the  "Clean  Car  Initiative".   He 
indicated  that  $1  billion  will  be  dedicated  for  cooperative 
funding  to  encourage  federal  agencies  such  as  DOE  and 
National  laboratories  (ie.  Argonne  and  Sandia)  to  work  in 
concert  with  the  Detroit  automakers  to  develop  and  refine 
clean  car  technology.  Detroit  is  pushing  CRADAs 
(cooperative  research  and  development  agreements)  almost  as 


59 


hard  as  President  Clinton.  The  auto  industry's  companies  no 
longer  have  the  resources  that  General  Motors  once  had  in  the 
1970 's  to  do  things  individually.   The  automakers  are  now 
working  together  in  a  consortium  in  hopes  to  develop 
technology  that  they  can  share.  USCAR,  the  consortium  of 
G.M.  ,  Ford  and  Chrysler  (founded  in  1992  in  Detroit)  is 
accelerating  joint  research  projects  into  state-of-the-art 
technologies  in  hope  that  Detroit  will  eventually  gain  an 
edge  on  Japanese  rivals.   Within  the  consortium  the  phrase 
"precompetitive"  is  used  to  explain  efforts  for  projects  that 
are  too  exploratory  to  pose  an  immediate  threat  to  each 
other. 

Even  in  an  area  where  extensive  investment  in  research  and 
development  is  needed,  small  businesses  inevitably  emerge 
ahead  of  the  others.  The  big  three  are  worried  that  if  they 
don't  firm  up  their  electric  car  programs  by  the  end  of  1993, 
they  won't  be  able  to  make  the  1988  deadline  to  begin  phasing 
in  zero  emission  vehicles  (ZEVs)  in  California  and  other 
Northeastern  states  who  have  adopted  the  California 
regulations.   However,  in  the  meantime  two  small  businesses. 
Solar  Car  Corporation,  Melbourne,  Fl  and  Electric  Vehicles  of 
America,  Maynard,  MA  have  already  developed  vehicles  which 
will  comply  with  Clean  Air  laws.   Public  utilities  who  want 
to  replace  their  fleets  with  clean  car  vehicles  found  the 
small  companies'  vehicles  to  be  more  cost  effective  and 
accessible  than  those  from  large  Detroit  automakers.  The 
companies  are  interested  in  the  possible  exporting  of  these 
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vehicles  to  areas  which  are  severely  burdened  with 
contamination  such  as  Mexico  City.   Both  of  these  companies 
applied  for  federal  assistance  when  they  first  began  and  both 
were  turned  down.  They  resorted  to  alternative  funding 
sources. 

I  ask  you,  isn't  there  something  wrong  with  this  equation? 
When  a  billion  dollars  is  set  aside  for  large  companies  to 
to  compete  more  effectively,  in  the  advent  of  looming 
competition,  and  small  businesses  are  turned  away  for 
significantly  smaller  sums  of  assistance?   I  say  to  you, 
reform  of  the  lending  system  has  to  occur,  if  it  doesn't  and 
funding  is  not  made  more  available,  small  businesses  who 
could  be  contributing  to  the  tax  base  of  our  country  will 
turn  to  alternative  funding  mechanisms  such  as  the  Japanese. 
I  hope  that  Senator  Riegle  will  take  this  into  consideration 
when  he  is  examining  lender  reform. 

I  participated  in  the  Small  Business  Administration's 
recent  Trade  Mission  to  Mexico  from  August  31  to  September  4, 
1992.   The  trade  mission  had  participants  from 
throughout  the  United  States  and  included  companies  which 
provided  computer  software  and  services,  computer  hardware 
and  peripherals;  telecommunications  equipment  and 
software,  environmental  and  pollution  control  equipment; 
process  controls;  food  processing  and  packaging; 
agricultural  machinery  and  equipment;  transportation 
equipment;  and  automotive  parts  and  service  equipment. 
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The  mission  visited  Guadalajara,  Monterrey  and  Matamoros 
Mexico.   I  was  very  impressed  by  Mrs.  Kathy  Parker  and  the 
work  that  she  and  SBA  did  in  preparing  participants  for  the 
mission.   She  assisted  us  by  providing  market  analysis  data, 
geographical,  economic  and  governmental  information.  She 
worked  extremely  well  in  cooperation  with  the  foreign  service 
to  provide  qualified  business  leads  to  each  of  the 
participants.  Something  which  small  businesses  would  not  have 
the  time  or  financial  backing  to  accomplish.   Mrs.  Parker 
organized  briefings  on  the  direction  of  local  development, 
and  investment  in  local  infrastructure,  which  included  roads, 
manufacturing  and  business  development.   She  went  the  extra 
mile  to  meet  the  needs  of  each  participant.  Without  the 
assistance  of  an  entity  like  the  SBA,  small  businesses  would 
never  have  the  opportunity  to  identify,  much  less  meet  one  on 
one  with  qualified  candidates.  It  has  been  my  experience  that 
the  SBA  understands  the  needs  of  small  businesses  and  is  thus 
much  more  responsive  to  their  particular  needs  than  other 
government  agencies. 

I  had  an  opportunity  to  participate  in  a  trade  mission  to 
Mexico  City  sponsored  by  the  Michigan  Department  of  Commerce. 
The  Governor  of  Michigan  was  leading  a  delegation  of  black 
bean  producers,  auto  parts  suppliers  and  a  few  environmental 
companies  to  Mexico  City.  The  manner  in  which  the  mission  was 
structured  catered  more  to  medium  and  large  sized  companies. 
Three  fee  structures  were  established  and  were  based  upon  the 
Mexican  government  officials  you  would  be  invited  to  meet 
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with.  In  order  to  be  included  in  the  reception  with  President 
Salinas,  Secretary  Serra  and  Governor  Engler,  one  would  have 
to  pay  $2500.00.   The  other  two  receptions  were  organized 
with  consulate  officials  and  business  executives  and  were 
assigned  lesser  fees  with  the  lowest  being  $1500.00.  It  is 
very  difficult  to  justify  $2500.00  in  combination  with  air 
fare,  accommodation  expenses,  food  and  other  transportation, 
not  to  mention  the  cost  of  preparing  for  the  trip.   Even  the 
$1500  fee  (the  lowest  charged)  was  not  justifiable  as 
business  appointments  were  not  scheduled  as  they  had  been 
during  the  SBA  mission  and  only  one  city  would  be  visited. 
The  Department  of  Commerce  left  most  if  not  all  of  the 
identification  of  business  contacts  and  scheduling  of 
meetings  up  to  the  participants.   Large  and  medium  sized 
companies  who  have  the  staff  to  perform  these  duties  would 
not  be  concerned.  However,  small  companies  such  as  AS.B  would 
be  at  a  disadvantage  and  could  not  optimize  it's  investment. 
I  elected  not  to  participate  in  the  mission  as  I  did  not 
believe  I  would  have  the  opportunities  that  were 
presented  to  me  during  the  SBA  mission. 

The  Federal  Government  can  play  a  vital  role  in  assisting 
small  businesses  by  promoting  exports. 

First,  they  can  identify  markets  for  American  Products.   If 
the  government  can  provide  accurate  and  current  information 
on  small  and  large  companies  in  targeted  export  areas  which 
identifies  up  to  date  market  opportunities  we  can  expand  the 
export  market  exponentially. 
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The  second  role  the  government  can  perform  is  to  expand  their 
efforts  to  promote  trade  missions  to  a  variety  of  countries. 
The  SBA's  responsiveness  in  providing  small  businesses  the 
opportunity  to  visit  Mexico,  before  any  other  government 
agency,  indicates  to  me,  the  responsiveness  and  ability  of 
the  SBA  to  meet  the  needs  of  small  business. 
However,  there  is  a  need  for  greater  outreach  to  America's 
small  businesses.  Many  small  companies  don't  understand  the 
opportunities  exporting  provides  them.  Many  don't  know  about 
the  assistance  the  SBA  can  provide  them  with.  I  believe  more 
funds  should  be  allocated  to  the  communication  of  services 
available  and  an  expanded  effort  to  reach  small  businesses 
A-ith  this  information. 

Creating  a  good  environment  for  exporters  is  one  way 
government  can  indeed  please  the  business  community.  And  you 
could  not  select  a  better  time  to  export.   From  continent  to 
continent  and  hemisphere  to  hemisphere,  liberty  is  on  the 
march.  Everywhere,  free  market  economies  are  emerging, 
creating  new  opportunities  for  world  peace  and  prosperity. 
Along  with  this  opportunity  comes  many  challenges.   Battles 
today  are  not  between  armies.   They  are  between  the  economic 
interests  of  countries.   In  this  competition,  commerce  is 
America's  front  line  for  a  winning  economic  strategy. 
However  if  the  U.S.  government  does  not  take  a  pro-active 
stance  toward  helping  small  businesses  financially,  other 
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countries  such  as  Japan  will  completely  monopolize  the 
environmental  marketplace. 

Trade  and  aid  have  always  been  interconnected.   Often, 
foreign  aid  has  been  used  to  open  new  national  markets.   The 
U.S.  required  European  recipients  of  Marshall  Plan 
assistance  in  the  1940' s  to  purchase  Canadian  or  American 
grain,  effectively  changing  European  trading  patterns  and 
bolstering  U.S.  agricultural  exports. 
The  Japanese,  now  the  largest  providers  of  Overseas 
Development  Assistance  (ODA)  provide  up  to  $4  billion 
a  year  in  credits  to  purchase  pollution  control  equipment 
manufactured  in  Japan.   This  goes  a  long  way  to  explain 
Japan's  increasing  dominance  in  supplying  this  equipment  at 
the  expense  of  the  U.S.  pollution  control  manufacturers  who 
incidentally,  receive  little  assistance  or  encouragement 
from  the  U.S.  government. 

The  rules  and  regulations  of  the  federal  government  are 
stifling  small  business  access  to  capitol.   Without  access  to 
capitol,  businesses  cannot  grow  and  the  percentage  of 
small  businesses  exporting  goods  or  services  will  not 
increase.   Lending  practices  have  to  become  more  lenient  in 
order  for  small  businesses  who  need  the  funding  to  have 
access  to  it.   Start  up  companies  in  particular  have  no  where 
to  turn  if  they  want  to  export.    Small  businesses  who  have 
been  in  operation  for  1  to  3  years,  who  produce  excellent 


65 


products  or  provide  technical  services  find  that  securing 
funding  is  extremely  difficult. 

If  the  U.S.  government  and  SBA  does  not  take  the  lead  in 
making  funding  more  available  to  these  businesses,  they  will 
go  elsewhere  to  find  the  needed  funding.  Some  of  Japan's 
Largest  import/export  trading  companies  are  beginning  to 
target  and  solicit  small  businesses  who  need  funding.   The 
Japanese  are  always  interested  in  niche  markets  such  as 
environmental  exports.  The  Japanese  recognize  that  small 
businesses  are  the  back  bone  of  America,  not  big  business, 
and  they  provide  ample  opportunities. 

In  1992  the  U.S.  was  the  largest  and  most  productive  economy 
in  the  world.   We  Are  5%  of  the  world's  people  producing  25% 
of  the  goods  and  services.   Yet  we  have  much  room  for  growth. 
Every  billion  dollars  in  exports  creates  over  19,000  jobs. 
But  only  one  in  three  American  companies  that  could  export 
actually  does  so.   Merchandise  exports  account  for  7.4%  of 
our  GDP,  compared  to  an  average  of  19%  among  our  major 
trading  partners.   Expanding  our  exports  to  old  markets  and 
locating  new  markets  will  keep  the  United  States  a  winner  in 
the  global  economic  competition  while  creating  jobs  and 
prosperity  at  home. 

An  important  first  step  for  American  companies  is  to  break 
down  obstacles  to  trade  and  investment.   Many  of  these 
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obstacles  are:  conflicting  laws  and  regulations,  ill-defined 
property  rights,  overlapping  government  jurisdictions, 
unstable  financial  and  legal  systems.  The  exporter  needs 
fully  convertible  currency,  modernized  infrastructure, 
including  transportation  and  communications  systems,  as  well 
as  enforcement  of  environmental  laws. 

In  1993,  U.S.  companies  are  beginning  to  ignite  a  hidden  boom 
in  services  exports.  This  boom  not  only  enriches  the 
companies  but  also  creates  several  high-paying  jobs  in  the 
U.S..   Service  jobs  traditionally  provide  fewer  jobs  than 
manufacturing  exports  would  bring.   Suppliers  of  services 
include  giants  such  as  McDonald's  and  Walt  Disney  Co.  but 
also  includes  thousands  of  small  businesses  who  derive  a 
substantial  amount  of  their  annual  revenue  from  exporting. 
These  companies  are  exporting  information,  know-how, 
creativity  and  technology,  elements  the  rest  of  the  world 
yearns  for.  Information  is  as  much  a  product  as  an 
automobile;  however  not  many  people  view  services  in  this 
light. 

Opportunities  arise  for  companies  such  as  A&B  because  of  the 
company's  long  time  involvement  with  the  very  problems  other 
countries  are  confronted  with  and  are  just  beginning  to  react 
to.   U.S.  environmental  regulations  made  it  possible  for  a 
giant  waste  handling  and  hauling  industry  to  form.   An 
industry  which  is  primitive  and  almost  nonexistent  in  other 
parts  of  the  world.  A&B  laboratories  is  about  to  embark  upon 
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the  same  type  of  opportunity  in  Mexico.   As  side  agreements 
to  NAFTA  are  debated  and  environmental  enforcement  gears  up 
in  Mexico,  Mexican  firms  as  well  as  U.S.  based  multi- 
nationals will  be  looking  to  companies  such  as  AS.B  to  serve 
their  needs.  We  have  the  expertise  and  experience  to  know  how 
to  solve  many  environmental  problems.  Testing  will  be  needed 
to  conclusively  identify  contaminants  and  extent  of 
contamination.  We  are  very  optimistic  about  the  opportunities 
exporting  to  Mexico  provides  us. 

Although  not  surprisingly,  Michigan  has  a  higher  percent  of 
employment  related  to  manufacturing  than  does  the  U.S.  as  a 
whole.   This  is  primarily  due  to  the  influence  of  the  auto 
industry  in  the  state's  manufacturing  sector.  Michigan's 
share  of  the  total  U.S.  value  of  export  shipments  is  greater 
than  10%  for  transportation  equipment,  furniture,  petroleum, 
and  fabricated  metal  products. 

Motor  vehicles  lead  with  a  15%  share  of  the  U.S.  total.  Over 
one-half  of  Michigan's  exports  to  Mexico  are  automotive 
parts.   This  points  out  the  growing  number  of  auto  suppliers 
locating  in  Mexico.   Auto  suppliers  with  facilities  in  Mexico 
bring  in  components  from  which  they  produce  sub-assemblies 
(especially  the  highly  labor  intensive  operations  like  wire 
harnesses)  and  then  ship  the  sub-assemblies  back  into  the 
U.S.. 

The  third  role  that  the  government  can  perform  is  to  expand 
their  technical  assistance  programs  for  small  businesses. 
Many  small  businesses  do  not  have  the  manpower  or  resources 
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to  enter  the  export  market.   Small  businesses  can  receive  a 
tremendous  boost  by  receiving  assistance  for  marketing, 
market  identification  and  legal  and  technical  exporting 
information. 

Fourth,  the  government  can  expand  loan  assistance  to  small 
businesses  who  want  to  enter  the  export  market.   The  start  up 
capital  which  is  needed  can  be  a  key  factor  to  many  small 
businesses  who  want  to  export  but  are  lacking  financial 
resources.   Companies  who  have  been  successful  for  many  years 
but  have  experienced  difficulty  in  certain  geographies  due  to 
intense  competition  also  need  assistance  to  export. 

Increased  funding  to  small  businesses  will  open  up  trade  and 
export  market  to  many  entrepreneurs.   Increased  funding  and 
/Attention  to  small  businesses  could  boost  the  U.S.  economy 
significantly.   Many  small  businesses  in  this  country  are 
struggling  and  fighting  to  compete  in  mature  markets,  the 
export  market  offers  these  companies  new  opportunities,   new 
markets  which  are  just  beginning. 

Five  hundred  years  ago,  Christopher  Columbus  sailed  to  the 
New  World.   In  1993,  we  face  another  new  world.   Exciting, 
complex,  challenging.   It  is  a  world  of  democracy  and  free 
markets  shaped  by  technology  and  commerce.   A  world  of  great 
hope  for  business  people  and  for  all  Americans.   Let  us  set 
sail  together  toward  this  promising  future. 

For  more  information,  please  contact  Suzanne  Cole  at: 
(313)  686-1105. 


For  Release  on  Delivery 
Expected  at 
1:00  p.m..  EDT 
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April  28.  1993 
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EXPORT  PROMOTION: 
IMPROVING  SMALL  BUSINESSES'  ACCESS  TO  FEDERAL  PROGRAMS 

SUMMARY  OF  STATEMENT  BY  ALLAN  I.  MENDELOWITZ,  DIRECTOR 

INTERNATIONAL  TRADE,  FINANCE,  AND  COMPETITIVENESS  ISSUES 

GENERAL  GOVERNMENT  DIVISION 

GAO's  testimony  addresses  the  need  for  a  governmentwide  export 
promotion  strategy  and  discusses  funding  for  federal  export 
promotion  programs,  the  delivery  of  export  promotion  services, 
the  Export  Enhancement  Act  of  1992,  the  status  of  federal  efforts 
to  help  small  businesses  export,  and  ways  in  which  small 
companies'  access  to  these  programs  might  be  improved.   The 
testimony  focuses  on  the  role  the  Small  Business  Administration 
(SBA)  plays  in  these  efforts. 

The  U.S.  government  devotes  significant  funds  to  export  promotion 
programs.   However,  the  programs  are  not  funded  on  the  basis  of 
any  governmentwide  strategy  or  set  of  priorities.   Consequently, 
taxpayers  do  not  have  reasonable  assurances  that  their  money  is 
being  effectively  used  to  emphasize  sectors  or  programs  with  the 
highest  potential  return. 

The  Export  Enhancement  Act  of  1992  (P.L.  102-429)  incorporated 
GAO's  recommendations  for  mandating  the  Trade  Promotion 
Coordinating  Committee  (TPCC) ,  an  interagency  group  created  to 
improve  federal  export  promotion  efforts,  to  (1)  devise  a 
governmentwide  strategic  plan  to  promote  exports  and  (2)  propose 
to  the  President  an  annual  unified  federal  budget  for  export 
promotion  that  would  be  consistent  with  priorities  established  in 
the  strategic  plan.   However,  there  has  not  been  sufficient  time 
for  TPCC  to  implement  its  new  mandate. 

Small-  and  medium-sized  firms  face  barriers  to  exporting, 
including  limited  access  to  federal  export  promotion  programs. 
The  Small  Business  Administration  provides  a  wide  range  of  export 
promotion  services,  including  export  counseling  and  export 
finance  assistance,  but  devotes  few  funds  and  staff  to  export 
promotion.   SBA's  export  promotion  programs  suffer  from 
significant  program  weaknesses.   SBA's  export  counseling  is 
unfocused,  and  SBA  has  not  widely  used  its  principal  export 
finance  program.   In  addition,  management  responsibility  for 
SBA's  export  promotion  programs  is  split  between  several 
different  offices. 

In  a  previous  report,  GAO  proposed  a  "one-stop  shop"  pilot 
program  for  partially  integrating  the  delivery  in  the  field  of 
federal  export  promotion  programs--includlng  SBA's  export 
promotion  programs.   The  one-stop  shops  would  be  able  to  provide 
at  a  single  location  the  full  range  of  export  promotion 
assistance.   Such  a  program  would  be  especially  beneficial  to 
small-  and  medium-sized  firms. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  be  here  to  testify  before  this  Subcommittee  on 
the  federal  government's  export  promotion  programs.   My  testimony 
is  based  primarily  on  GAO  reports  and  testimony  issued  in  the 
past  year.   Today,  I  will  discuss  the  lack  of  coherent  funding 
for  federal  export  promotion  programs,  the  need  for  a 
governmentwide  export  promotion  strategy,  and  the  importance  of 
the  Export  Enhancement  Act  of  1992.   I  also  will  discuss  the 
status  of  federal  efforts  to  help  small  businesses  export, 
focusing  on  the  role  the  Small  Business  Administration  (SBA) 
plays  in  these  efforts,  and  present  ways  in  which  small 
companies'  access  to  these  programs  might  be  improved. 

BACKGROUND 

Program^  to  help  companies  sell  products  abroad  are  called 
"export  promotion"  programs.   These  programs  include  providing 
export  financing  assistance,  offering  business  counseling, 
developing  and  distributing  market  research  information, 
conducting  training,  and  organizing  trade  missions  and  fairs. 
Most  industrialized  nations  have  export  promotion  programs. 

Export  promotion  programs  can  help  increase  a  country's  exports 
In  sectors  of  the  economy  in  which  the  country  is  competitive. 
However,  export  promotion  programs  alone  will  not  produce  a 
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substantial  change  in  a  country's  balance  of  trade.   The  trade 
balance  is  determined  primarily  by  the  macroeconomic  policies  of 
a  country  (and  its  trading  partners)  and  the  underlying 
competitiveness  of  the  country's  industries. 

Currently,  the  U.S.  government's  export  promotion  services  are 
fragmented  among  10  agencies.   The  agencies  with  the  most 
significant  programs  are  the  Departments  of  Agriculture  (USDA) 
and  Commerce,  and  the  U.S.  Export-Import  Bank  (Eximbank). 

U.S.  EXPORT  PROMOTION  PROGRAMS  LACK  COHERENT  FUNDING 

One  of  our  major  concerns  about  federal  export  promotion  programs 
is  how  their  funding  levels  are  determined.   Although  the  U.S. 
government  devotes  significant  funds  to  export  promotion 
programs,  we  believe  the  programs  are  not  funded  on  the  basis  of 
any  governmentwide  strategy  or  set  of  priorities.   Consequently, 
taxpayers  do  not  have  reasonable  assurance  that  their  money  is 
being  effectively  used  to  emphasize  sectors  or  programs  with  the 
highest  potential  returns. 

In  January  1992,  we  reported  that  in  fiscal  year  1991,'  federal 
government  spending  for  export  promotion  programs  totaled  almost 
$2.7  billion.   In  addition,  the  government  approved  about  $12.8 


'Export  Promotion:  Federal  Programs  Lack  Organizational  and  Funding 
Cohesiveness  (GAO/NSIAD-92-49,  Jan.  10,  1992). 
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billion  in  export  loans  and  guarantees  and  extended  about  $8.6 
billion  in  export  credit  insurance.   Commerce,  USDA,  and  Eximbank 
together  accounted  for  about  $2.5  billion  of  the  spending  and 
about  $16.9  billion  of  the  export  financing  assistance. 

One  consequence  of  the  lack  of  a  governmentwide  strategy  has  been 
that  most  of  the  money  available  for  export  promotion  has  gone  to 
USDA,  even  though  agricultural  products  account  for  only  about  10 
percent  of  total  U.S.  exports.  In  fiscal  year  1991,  USDA  spent 
about  $2  billion  on  export  promotion--about  74  percent  of  total 
spending--and  issued  about  $5.7  billion  in  loans  and  guarantees-- 
approximately  45  percent  of  total  export  loans  and  guarantees. 

One  USDA  program  alone,  the  Market  Promotion  Program  (MPP), 
received  more  funds  in  fiscal  year  1991  ($200  million)  than  was 
spent  by  the  Commerce  Department  on  all  its  export  promotion 
programs  put  together  in  that  year.   From  fiscal  year  1986 
through  fiscal  year  1993,  over  $1.25  billion  has  been  authorized 
for  MPP  and  its  predecessor,  the  Targeted  Export  Assistance 
program.   Moreover,  about  4  0  percent  of  the  money  spent  by  MPP 
goes  to  promote  brand-name  products,  some  of  which  are  produced 
by  multinational  companies  with  extensive  experience  doing 
business  in  other  countries.   Companies  receiving  MPP  funds  to 
promote  their  products  overseas  from  1989  to  1991  included  Blue 
Diamond,  which  obtained  $22.7  million  to  promote  the  sale  of 
walnuts  and  almonds;  Sunsweet  Growers,  which  got  $10.5  million  to 
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promote  the  sale  of  prunes;  Gallo,  which  received  $8.1  million  to 
promote  the  sale  of  wine;  and  McDonald's,  which  got  $1.2  million 
to  promote  the  sale  of  poultry  and  eggs.   The  administration  has 
requested  $147.7  million  for  MPP  for  fiscal  year  1994,  the  same 
amount  as  was  authorized  for  fiscal  year  1993. 

In  contrast  to  USDA's  spending  on  export  promotion,  the 
Department  of  Commerce,  the  lead  agency  for  promoting 
nonagricultural  exports,  has  very  limited  funds.   In  fiscal  year 
1991,  Commerce  spent  about  $91  million  to  support  exports  of 
nonagricultural  products  through  its  U.S.  and  Foreign  Commercial 
Service  (US&FCS) .   The  money  was  spread  among  US&FCS's  network  of 
131  posts  in  67  countries  and  47  domestic  offices.   In  fiscal 
year  1991,  US&FCS  was  able  to  devote  only  about  $4.3  million  to 
support  the  work  of  its  overseas  commercial  staff  in  Japan,  one 
of  the  U.S.'  most  important  foreign  markets.   USDA  budgeted  $63.9 
million  for  its  fiscal  year  1991  MPP  activities  in  Japan. 

GOVERNMENTWIDE  EXPORT  PROMOTION  STRATEGY  IS  LACKING 

One  of  the  reasons  why  there  is  no  coherent  funding  for  export 
promotion  programs  is  because  no  single  budget  category  exists  to 
cover  all  of  the  government's  export  promotion  programs.   Thus, 
export  promotion  funding  at  an  agency  must  compete  for  funding 
with  other  types  of  programs  in  the  agency  rather  than  with 
export  promotion  programs  elsewhere  in  the  government.   For 
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example,  the  USDA's  export  promotion  programs  compete  for  funding 
with  other  USDA  programs,  such  as  the  Rural  Electrification 
Administration  and  the  Extension  Service,  rather  than  with  the 
Commerce  Department's  export  promotion  programs. 

In  an  effort  to  try  to  unify  and  streamline  federal  export 
promotion  programs,  the  Bush  administration  created  the  Trade 
Promotion  Coordinating  Committee  (TPCC)  in  1990.^  TPCC,  an 
interagency  committee  chaired  by  the  Secretary  of  Commerce,  has 
established  working  groups  to  study  specific  export  issues,  held 
export  facilitation  conferences  for  the  U.S.  business  community, 
and  created  a  single  trade  information  center  to  provide 
information  on  all  federal  assistance  available  to  exporters. 
While  TPCC  has  had  some  success  in  improving  coordination  among 
different  agencies'  export  promotion  programs,  it  has  not  been 
able  to  address  the  fundamental  issue  of  the  allocation  of 
budgetary  support  for  different  agencies'  export  promotion 
programs . 


^TPCC  is  made  up  of  representatives  from  the  Departments  of 
Agriculture,  Commerce,  Defense,  Energy,  Interior,  Labor,  State, 
Transportation,  and  the  Treasury;  the  Agency  for  International 
Development  (AID);  the  Council  of  Economic  Advisers;  the 
Environmental  Protection  Agency;  the  Eximbank;  the  Office  of 
Management  and  Budget;  the  Office  of  the  U.S.  Trade  Representative; 
the  Overseas  Private  Investment  Corporation;  SBA;  the  U.S. 
Information  Agency;  and  the  U.S.  Trade  and  Development  Agency. 
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THE  EXPORT  ENHANCEMENT  ACT  OF  1992 

The  Export  Enhancement  Act  of  1992  (P.L.  102-429)  incorporated 
our  recommendations  for  requiring  TPCC  to  (1)  devise  a 
governmentwide  strategic  plan  to  promote  exports  and  (2)  propose 
to  the  President  an  annual  unified  federal  budget  for  export 
promotion  that  would  be  consistent  with  priorities  established  in 
the  strategic  plan.   The  Act  also  gave  TPCC  statutory 
responsibility  for  coordinating  export  promotion  programs.   In 
other  words,  the  Export  Enhancement  Act  provided  a  statutory 
basis  for  TPCC  and  made  it  permanent. 

As  we  have  previously  testified/  we  believe  that  successful 
implementation  of  this  new  authority  will  be  the  key  to  defining 
a  stronger,  more  effective  federal  role  in  assisting  U.S. 
exporters.   Therefore,  we  believe  that  the  administration  needs 
to  develop  a  sound  strategy  and  policies  for  carrying  out  this 
responsibility. 

Because  the  Export  Enhancement  Act  did  not  become  effective  until 
October  1992,  and  because  of  the  change  in  administrations,  there 
has  not  been  sufficient  opportunity  for  TPCC  to  implement  its  new 
mandate.   However,  we  believe  the  new  administration  will  need  to 


^Export  Promotion:  Governmentwide  Strategy  Needed  for  Federal 
Programs  (GAO/T-GGD-93-7,  Mar.  15,  1993). 
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give  priority  attention  to  the  Export  Enhancement  Act  of  1992:  It 
requires  the  TPCC's  Chairman  to  prepare  and  submit  to  Congress  by 
September  30,  1993,  a  report  describing  the  TPCC's  strategic  plan 
and  its  Implementation.  Therefore,  TPCC  has  only  a  little  over  5 
months  in  which  to  complete  this  challenging  task. 

I  would  now  like  to  discuss  some  of  the  federal  programs 
available  to  help  small-  and  medium-sized  companies  export,  some 
of  the  problems  these  companies  face  in  accessing  these  programs, 
and  some  possible  actions  to  improve  this  access. 

EXPORT  PROMOTION  AND  SMALL  BUSINESSES 

There  is  evidertce  that  a  large  number  of  smaller  companies  have 
products  that  are  competitive  in  foreign  markets,  yet  these 
products  are  not  currently  exported.   The  three  primary  federal 
agencies  that  small  companies  might  approach  for  export 
assistance  are  SBA,  US&FCS,  and  Eximbank.   However,  the  delivery 
of  federal  export  promotion  programs  in  the  field  is  fragmented, 
limiting  small  companies'  access  to  these  programs.   Moreover,  we 
found  that  SBA's  programs  suffer  from  significant  weaknesses. 
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SBA's  Export  Promotion  Programs 

As  we  reported  in  September  1992,*  SBA  devotes  little  money  to 
export  promotion  relative  both  to  governmentwide  spending  on 
export  promotion  and  to  the  SBA's  own  budget.   As  previously 
noted.  In  fiscal  year  1991,  the  federal  government  spent  about 
$2.7  billion  on  export  promotion.   In  that  same  year,  SBA  spent 
about  $3.7  million  on  export  promotion  out  of  a  total  budget  of 
$486  million.   About  $1.5  million  of  this  amount  went  to  fund  the 
activities  of  the  agency's  Office  of  International  Trade,  the 
office  responsible  for  managing  the  agency's  export  promotion 
activities. 

Despite  this  relatively  small  amount  of  money,  the  scope  of  the 
SBA's  export  promotion  efforts  is  broad  and  Includes  counseling, 
training,  export  financing  assistance,  and  outreach.   In  our 
study,  we  reported  that  SBA  delivers  its  export  promotion 
assistance  through  a  large  network,  consisting  primarily  of  10 
regional  and  68  district  offices  and  about  700  Small  Business 
Development  Center  (SBDC)  locations.*  SBDCs  deliver  about  70 


'Export  Promotion:  Problems  in  the  Small  Business  Administration's 
Programs  (GAO/GGD-92-77,  Sept.  2,  1992). 

^SBDCs  receive  funding  from  both  federal  and  nonfederal  sources  and 
operate  on  the  basis  of  annual  cooperative  agreements  with  SBA. 
Under  the  SBDC  program,  about  57  centers  and  about  650  subcenters, 
operating  in  50  states,  the  District  of  Columbia,  Puerto  Rico,  and 
the  Virgin  Islands,  deliver  a  wide  variety  of  services  to  small 
businesses.  Including  export  assistance. 
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percent  of  SBA's  export-related  counseling  and  training.   We 
determined  that,  in  1991,  21  SBDC  subcenters  specialized  in 
providing  international  trade  assistance.   These  21  subcenters 
received  about  $1.2  million  of  SBA  funds  in  fiscal  year  1991. 
SEA  also  provides  some  export  assistance  through  its  Service 
Corps  of  Retired  Executives,  Small  Business  Institute,  and  Export 
Legal  Assistance  Network  programs. 

In  fiscal  year  1991,  SBA  issued  about  $123  million  in  loans  and 
credit  guarantees  to  exporters  out  of  about  $4.3  billion  in  small 
business  loans  and  credit  guarantees.   The  SBA's  principal  export 
finance  program  is  the  Export  Revolving  Line  of  Credit  (ERLC) 
program.   Under  ERLC,  SBA  guarantees  repayment  of  loans  made  by 
financial  institutions  to  small  businesses  for  export-related 
purposes,  such  as  financing  working  capital  needed  to  manufacture 
products  for  export,  or  to  purchase  goods  or  services  for  export. 

Weaknesses  in  the  SBA's  Programs 

In  our  September  1992  report,  we  found  that  the  SBA's  export 
counseling  and  export  finance  programs  have  significant  program 
weaknesses.   Export  counseling  conducted  by  SBDCs  is  unfocused. 
Most  of  the  21  SBDC  subcenters  that  specialize  in  providing 
international  trade  assistance  do  not  target  firms  based  on  their 
level  of  exporting  experience  or  capability. 
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Contributing  to  this  problem  is  that  SBA  is  restricted  from 
providing  guidance  to  the  SBDCs .   SBA's  appropriation  legislation 
imposes  restrictions  prohibiting  SBA  from  setting  any  new 
regulations  for  the  SBDC  program.'  We  found  that  this 
restriction  hinders  the  SBA's  ability  to  establish  such 
guidelines.   A  further  problem  arises  as  well  in  some  cases  in 
which  SBDCs  could  be  serving  the  same  universe  of  clients  as  is 
targeted  by  the  Commerce  Department's  export  counseling  efforts. 

We  also  found  that  SBA  has  not  widely  used  its  ERLC  program. 
Between  fiscal  years  1983  and  1990,  SBA  approved  only  161  ERLC 
loan  guarantees,  worth  about  $45  million.   We  determined  that  the 
principal  reasons  for  this  low  level  of  use  included  (1) 
insufficient  training  of  SBA  loan  officers  in  the  techniques  of 
applying  the  program,  (2)  inadequate  marketing  of  the  program  to 
bankers  and  the  small  business  community,  and  (3)  lack  of 
interest  in  the  program  on  the  part  of  lenders  due  to  the  small 
average  size  of  the  loans  and  associated  small  likely  profits. 
In  fiscal  year  1991,  ERLC  usage  increased  substantially.   We 
believe  this  jump  in  program  activity  reflects  efforts  SBA  made 


'in  the  SBA's  appropriating  legislation  for  fiscal  years  1990 
through  1992,  Congress  mandated  that  "none  of  the  funds 
appropriated  or  made  available  by  this  act  to  the  Small  Business 
Administration  shall  be  used  to  adopt,  implement,  or  enforce  any 
rule  or  regulation  with  respect  to  the  Small  Business  Development 
Center  program. . .nor  may  any  of  such  funds  be  used  to  impose  any 
restrictions,  conditions,  or  limitations  on  such  program  whether  by 
standard  operating  procedure,  audit  guidelines  or  otherwise,  unless 
such  restrictions,  conditions,  or  limitations  were  in  effect  on 
October  1,  1987." 

10 
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to  improve  the  program.   Nevertheless,  SBA  has  not  fully 
implemented  a  pilot  program  to  increase  ERLC  usage. 

Additionally,  we  found  that  responsibility  for  managing  the  SBA's 
export  promotion  programs  is  split  between  a  number  of  different 
operating  units  and  program  offices.   As  a  result,  SBA  lacks  a 
single  focal  point  for  managing  its  export  promotion  programs. 
The  SBA's  Office  of  International  Trade,  although  ostensibly 
responsible  for  managing  the  export  promotion  function  at  the 
agency,  acts  primarily  as  an  internal  advocate  for  export 
promotion.   It  does  not  directly  supervise  any  field  staff,  and 
it  has  no  direct  authority  over  field  offices'  export  promotion 
efforts.   These  efforts  include  the  SBDCs '  export  counseling  and 
the  export  financing  assistance  provided  by  loan  officers  in  SBA 
district  offices.   This  split  diffuses  responsibility  for 
managing  and  delivering  the  SBA's  export  promotion  assistance. 
Finally,  we  determined  that  SBA  had  not  clearly  identified  which 
export  assistance  needs  of  small  businesses  it  can  best  meet,  nor 
targeted  its  export  assistance  accordingly. 

We  concluded  that,  on  the  whole,  these  program  weaknesses 
substantially  limit  the  SBA's  current  ability  to  provide  any 
export  promotion  services  other  than  basic  outreach  and  referral. 
Because  SBA  officials  disagreed  with  this  assessment,  however,  we 
suggested  that  Congress  require  SBA  to  (1)  more  fully  identify 
which  export-related  needs  of  small  businesses  it  can  best 
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fulfill;  and  (2)  work  with  the  TPCC ' s  small  business  working 
group  to  refocus,  if  necessary,  its  export  promotion  efforts.   We 
also  suggested  that  Congress  consider  requiring  that  any  national 
strategic  plan  for  export  promotion  clearly  define  what  role  SBA 
is  to  play.   We  believe  the  governmentwide  strategic  plan  for 
export  promotion  that  TPCC  is  currently  developing  provides  an 
opportunity  to  clarify  the  SBA's  role  in  this  area. 

DELIVERY  OF  EXPORT  PROMOTION  ASSISTANCE  IS  FRAGMENTED 

We  found  that  the  delivery  of  federal  export  promotion  programs 
in  the  field  is  fragmented,  and  we  believe  that  small-  and 
medium-sized  businesses  are  being  hurt  by  their  inability  to 
access  such  programs  at  one  location. 

While  each  of  the  three  primary  agencies  that  small  businesses 
might  approach  for  export  assistance — US&FCS,  Eximbank,  and  SBA — 
can  offer  some  assistance,  none  have  all  the  necessary  elements 
to  assist  small  businesses.   US&FCS  maintains  the  principal 
network  of  government  field  offices  for  export  promotion 
assistance  (67  offices  in  the  United  States).   These  offices 
specialize  in  providing  export  counseling,  market  research 
information,  and  other  export  promotion  services.   Yet  the  field 
offices  have  limited  funds  and  staff  to  support  their  operations. 
Also,  the  Commerce  Department  has  no  export  finance  programs,  and 
US&FCS  field  offices  cannot  approve  use  of  other  federal 
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agencies'  export  finance  programs. 

SBA  has  a  large  field  structure  and  substantial  funds  devoted  to 
other  program  areas,  as  well  as  authority  to  give  export  finance 
guarantees.   Yet  the  SBA's  export  promotion  efforts  suffer  from 
significant  program  weaknesses.   Eximbank  has  staff  expertise  in 
export  financing  and  provides  the  largest  amount  of  federal 
export  financing.   Yet  Eximbank  has  a  small  staff  and  a  very 
limited  field  structure  for  marketing  and  delivering  its 
programs . 

Because  the  system  is  so  fragmented,  firms  needing  export 
promotion  assistance  often  must  contact  several  different  federal 
agencies  to  get  the  assistance  they  need.   Contacting  multiple 
offices  can  leave  companies  confused  as  to  what  services  are 
available,  and  may  discourage  some  firms  from  seeking  government 
help  to  export. 

One-Stop  Shops  for  Export  Promotion  Assistance 

In  recent  years,  the  idea  of  creating  a  field  network  of  "one- 
stop  shops"  for  all  government  export  assistance  programs  has 


'Eximbank  has  recently  taken  over  operations  of  five  regional 
offices  that  were  formerly  administered  by  a  contractor  to  market 
the  Eximbank 's  export  credit  insurance  program.  Eximbank  plans  to 
use  the  offices  to  market  all  of  its  programs --loans,  guarantees, 
and  insurance.  For  more  information  on  Eximbank 's  export  finance 
programs,  see  Export  Finance:  The  Role  of  the  U.S.  Export- Import 
Bank  {GAO/GGD-93-39 ,  Dec.  23,  1992). 
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emerged  as  a  way  to  integrate  their  delivery.   In  a  December  1992 
report/  we  said  that  our  past  work  suggests  that  in  principle 
such  a  network  would  have  several  advantages  over  the  current 
diffused  arrangement. 

A  network  of  one-stop  shops  could  be  created  by  (1)  co-locating 
federal,  state,  and  local  government  field  offices  for  export 
promotion  under  one  roof;  and  (2)  providing  their  staffs  with  the 
training  and  authority  necessary  to  supply  a  full  range  of 
services  to  help  companies  consummate  export  sales.   These 
services  would  include  export  counseling  and  training,  market- 
and  industry-specific  information,  and  export  financing 
assistance.   Staff  in  each  member  organization  would  be  trained 
to  know  what  services  the  other  provides  and  to  ensure  that  each 
client  receives  the  help  he  or  she  needs. 

We  believe  that  a  network  of  one-stop  shop  field  offices  likely 
would  improve  companies'  access  to  all  government  export 
promotion  programs.   Such  a  network  would  reduce  to  one  the 
number  of  places  companies  would  have  to  contact  to  receive  the 
government  export  assistance  they  need.   Also,  these  field 
offices  could  eliminate  much  of  the  public's  confusion  about  what 
government  services  are  available.   Field  office  one-stop  shops 
could  more  easily  provide  face-to-face  assistance,  more  sustained 


°See  appendix  I  of  Export  Finance:  The  Role  of  the  U.S.  Export- 
Import  Bank  (GAO/GGD-93-39,  Dec.  23,  1992). 
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counseling,  and  information  based  on  knowledge  of  local  business 
conditions.   Moreover,  companies  might  gain  confidence  in  and 
thus  more  likely  use  government  export  promotion  programs  if  the 
programs  were  supplied  by  a  single,  smoothly  functioning  local 
source. 

Despite  the  potential  benefits,  creating  a  nationwide  network  of 
one-stop  shop  field  offices  faces  obstacles.   Executive  branch 
agencies  carefully  guard  their  turf.   Different  agencies  that 
provide  export  assistance  can  be  expected  to  resist  any  major 
effort  to  integrate  field  operations.   In  addition,  agency 
officials  told  us  that  substantial  additional  funds  might  be 
needed  to  relocate  federal  offices,  or  induce  nonfederal 
government  organizations  to  relocate.   Money  also  would  be  needed 
to  provide  staff  with  the  required  training  and  support. 
Consequently,  we  believe  that  in  today's  tight  budget  environment 
more  modest  attempts  may  have  to  be  made  to  improve  small 
exporters'  access  to  federal  export  financing  and  other  export 
promotion  programs. 

A  POSSIBLE  PILOT  PROGRAM 

In  our  December  1992  report,  we  proposed  a  pilot  program  for 
partially  integrating  the  delivery  in  the  field  of  federal  export 
financing  and  other  export  promotion  programs.   This  pilot  would 
test  out  the  benefits  of  integrating  all  government  export 
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assistance.   Such  a  pilot  could  easily  integrate  the  delivery  of 
current  export  assistance  programs  provided  by  US&FCS  with  those 
provided  by  SBA  and  Eximbank.   In  the  pilot,  a  small  number  of 
loan  officers  from  the  SBA's  district  offices  would  be  stationed 
at  selected  US&FCS  district  offices,  so  that  the  field  staff  of 
both  agencies  could  Jointly  provide  comprehensive  export 
counseling  and  export  financing  assistance. 

The  selection  of  pilot  sites  should  be  left  up  to  TPCC,  SBA,  and 
Commerce.   However,  based  on  interviews  with  Commerce  and  SBA 
field  staff,  we  believe  that  cities  that  contain  large  numbers  of 
small-  and  medium-sized  export-capable  firms  probably  should  be 
chosen.   Another  consideration  in  picking  pilot  locations  is  that 
in  12  cities,  US&FCS  and  SBA  district  offices  are  located  in  the 
same  building.   Including  some  of  these  sites  in  the  pilot  would 
minimize  the  costs  of  moving  staff. 

Selecting  the  right  detailees  will  be  crucial  to  the  pilot's 
success.   Having  incentives  that  encourage  well-qualified  staff 
to  participate  in  an  interagency  pilot  is  important.   Often, 
employees  in  an  agency  have  little  incentive  to  volunteer  to  move 
out  of  sight  of  those  who  supervise  and  rate  them,  and  the  agency 
has  little  inducement  to  encourage  them  to  go.   Thus,  to  assure 
that  well-qualified  loan  officers  volunteer  for  this  assignment, 
some  type  of  incentive  for  attracting  high-quality  staff  should 
be  built  into  the  selection  procedures.   Consideration  should  be 
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given  to  awarding  detailees  temporary  promotions  or  pay 
increases. 

Adequate  training  also  is  critical  to  the  pilot's  success. 
Currently,  few  of  the  600  loan  officers  assigned  to  the  SBA's  68 
district  offices  are  experienced  in  international  finance  or  in 
using  the  SBA's  ERLC  program  or  the  Eximbank's  programs. 
Training  should  be  sufficient  to  assure  that  detailees  have  the 
expertise  to  (1)  properly  use  the  SBA's  export  financing 
programs,  (2)  market  the  Eximbank's  programs,  and  (3)  provide  at 
least  basic  assistance  on  trade  finance  matters.   Ideally,  the 
detailed  loan  officers  should  have  enough  expertise  to  help 
companies  fill  out  applications  for  Eximbank  programs  or 
applications  for  bank  export  financing. 

The  results  of  the  pilot  should  be  formally  assessed  by  TPCC, 
using  a  uniform  methodology  at  each  pilot  site.   The  pilot's 
impact  might  be  evaluated  using  a  variety  of  methods,  such  as 
tracking  financing  provided  for  export  sales  or  surveying 
clients . 
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Mr.  Chairman  and  Members  of  the  Subcommittee,  this  concludes  my 
prepared  statement.   I  will  be  happy  to  answer  any  questions  that 
you  or  the  Subcommittee  may  have. 
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Written  Statement  by  Jonathan  Menes 

Acting  Assistant  Secretary  for  Trade  Development 

U.S.  Department  of  Commerce 

Before  the  House  Subcommittee  on  the  Development  of 

Rural  Enterprises,  Exports,  and  the  Environment 

Committee  on  Small  Business 


April  28,  1993 
Good  morning.    I  wish  to  thank  you  for  the  opportunity  to  testify 
regarding  the  status  of  the  Trade  Promotion  Coordinating  Committee  and  the 
effectiveness  of  Federal  export  assistance  programs. 

The  complete  coordination  of  trade  promotion  activities  and  development 
of  respective  policy  is  a  major  task.    Title  II  of  the  Export  Enhancement  Act  of 
1992  (Public  Law  102-429)  establishes  the  TPCC  under  law  and  mandates  the 
Secretary  of  Commerce  to  report  to  Congress  on  its  duties  and  responsibilities, 
to  streamline  and  unify  the  trade  promotion  activities  and  services  of  its 
member  agencies.    By  virtue  of  encompassing  all  19  Federal  agencies 
responsible  for  international  trade  and  export  promotion,  the  TPCC  is  assigned 
this  task. 
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My  presentation  will  cover  the  following  topics  and  address  what  the 
TPCC  and  its  member  agencies  are  doing  to  increase  the  effectiveness  of 
Federal  export  assistance  programs,  including: 

•  Efforts  of  the  Trade  Promotion  Coordinating  Committee  to  Fulfill  Its 

Mandate; 

•  Effectiveness  and  Necessity  of  the  Trade  Information  Center; 

•  Differences  Between  the  Small  and  Large  Business  Exporter; 

•  New  Statistical  Capabilities  Aiding  TPCC  Activities; 

•  Small  Business  Administration  Role  in  the  TPCC. 
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Efforts  of  the  Trade  Promotion  Coordinating  Committee  to  Fulfill  Its 
Mandate 

The  Export  Enhancement  Act  of  1992  codified  the  TPCC.   The  TPCC  is 
required  to  report  to  Congress  on  September  30,  1993,  on  a  strategic  plan  for 
export  promotion,  including:    1)  government  priorities;  2)  proposals  for  the 
elimination  of  duplicate  or  overlapping  programs;  3)  a  unified  budget  proposal 
for  more  Federal  trade  promotion  activities;  and  4)  proposals  for  more  federal- 
state  cooperation. 

It  is  Secretary  Brown's  intent  to  use  the  TPCC  to  improve  the  overall  quality  of 
the  Federal  government's  assistance  to  U.S.  business  in  promoting  exports.    He 
intends  to  hold  Cabinet-level  meetings  more  regularly  than  had  been  held  in  the 
past  to  ensure  high-level  focus  on  export  promotion.    On  March  31,  he 
convened  the  first  TPCC  Cabinet-level  meeting  of  the  Clinton  Administration. 
The  focus  of  the  meeting  was  to  discuss  possible  initiatives  to  be  undertaken  so 
that  the  deadline  for  a  strategic  plan,  as  stipulated  in  the  Act,  can  be  met.    The 
following  are  initiatives  underway: 
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Intensive  Focus  Groups  -  Since  the  TPCC's  purpose  is  to  review  and 
change  the  way  government  interacts  with  business  to  expand  exports, 
working  groups  should  examine  each  primary  area  of  interaction 
including:    1)  trade  finance;  2)  obstacles  to  export;  and  3) 
information/counseling/marketing/advocacy.    These  working  groups  will 
review,  among  other  issues,  ways  for  government  to  assist  small  and 
minority-owned  businesses  in  export  promotion.    In  addition,  three 
working  groups  will  meet  periodically  on:    the  environment;  U.S. -Asia 
Environmental  Partnership;  and  small  and  minority  businesses. 

Deputies  Group  -  At  this  meeting  it  was  decided  that  a  Deputies  Group 
would  be  co-chaired  by  John  Rollwagen,  Deputy  Secretary  Designate  of 
Commerce,  and  Ken  Brody,  Chairman  Designate  of  the  Export-Import 
Bank.    The  Deputies  Group  will  commence  work  on  setting  the  objectives 
for  the  TPCC  and  drafting  the  strategic  plan,  with  strong  input  from  the 
working  groups.    This  objectives  group  will  consult  frequently  with  each 
working  group  to  ensure  coordination. 


94 

The  following  are  initiatives  under  discussion: 

•  Expansion  of  the  One-Stop-Shop  Concept  -  The  successful  operation  of 
the  Trade  Information  Center  (TIC)  could  be  enhanced  by  assigning 
program  experts  from  other  major  export  assistance  programs/agencies  to 
the  TIC.   This  would  increase  the  TIC's  "firepower",  enabling  it  to 
fiinction  more  as  a  one-stop  information  center  in  addition  to  being  a 
referral  point.    Additionally,  a  pilot  one-stop-shop  could  be  instituted  in 
at  least  one  major  U.S.  location,  which  would  combine  local  offices  of 
Commerce  with  those  of  other  TPCC  agencies,  such  as  the  Small 
Business  Administration. 

•  Export  Financing  -  Exporter  access  to  sources  of  fmancing,  both  Federal 
sources  and  private  banks,  needs  improvement.    First,  the  coordination  of 
Federal  agencies  in  the  fmancing  area  (Eximbank,  TDA,  OPIC,  AID, 
SBA)  needs  strengthening.    Second,  regulatory  barriers  need  to  be 
reviewed  to  encourage  broader  use  of  export  fmancing  by  U.S.  banks. 
Third,  export  fmancing  should  be  included  as  a  major  component  of 
outreach  seminars  and  information  centers  in  cities  nationwide. 
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Target  Sector  or  Country  Specific  Exports  -  A  process  for  identifying  key 
geographic  or  sector  targets  for  major  export  expansion  needs  to  be 
developed.    Subsequently,  resources  should  focus  on  these  targets. 

Export  Impediments  -  The  feasibility  of  easing  regulatory  impediments  to 
exporting,  such  as  and  product  standards  and  testing,  needs  to  be 
reviewed.    Easing  regulations  may  require  adjustments  in  Federal 
legislation.    For  example,  a  greater  effort  must  be  made  with  the 
European  Community  to  adjust  standards  and  testing  requirements. 


Effectiveness  and  Necessity  for  the  Trade  Information  Center 

The  Trade  Information  Center  is  an  access  point  within  the  U.S.  Government 
for  comprehensive  counseling  on  programs  available  from  19  Federal  agencies 
designed  to  assist  U.S.  businesses  in  exporting.    The  Center's  staff  of 
International  Trade  Specialists  guides  businesses  through  the  export  process  and 
advises  them  on  how  to  locate  and  use  government  programs,  including  those 
that  provide: 
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Export  Counseling; 

International  Market  Research  and  Trade  Leads; 

Overseas  and  Domestic  Trade  Events  and  Activities; 

Export  Financing; 

Advice  on  Documentation  and  Licensing  Requirements. 


Center  staff  answers  a  wide  variety  of  questions  ranging  from  how  to  respond 
to  an  international  order,  to  what  the  top  foreign  markets  are  for  a  particular 

product. 

Callers  can  receive  free  reports  and  statistics  from  the  computerized  National 
Trade  Data  Bank  (NTDB),  which  includes  over  100,000  government  documents 
related  to  export  promotion  and  international  markets.   Through  the  Center's 
National  Export  Directory  (NED),  callers  can  also  get  information  on  export 
assistance  programs  and  international  contacts  at  the  state  and  local  level 
including  chambers  of  commerce.  Small  Business  Development  Centers 
(SBDCs),  trade  associations,  and  international  banks.    Recently,  the  NED  was 
placed  on  the  National  Trade  Data  Bank,  the  Economic  Bulletin  Board,  and  in 
Business  America  magazine. 
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Since  opening  in  May  1991,  the  Trade  Information  Center  has  provided  timely, 
accurate,  "on-the-spot"  counseling  to  over  85,000  businesses  nationwide  on  its 
toll-free  line,  1-800-USA-TRADE  (1-800-872-8723).  Approximately  sixty 
percent  of  these  calls  are  from  small  and  medium-sized  businesses.    Currently, 
trade  specialists  provide  information  to  over  1,100  callers  per  week,  mostly 
new-to-export  and  new-to-market  firms.    About  one-third  of  the  calls  the  Center 
receives  are  from  manufacturers,  one-third  from  distributors  or  export  trading 
companies,  and  the  remainder  from  consultants,  service  providers,  government 
or  private  sector  export  assistance  organizations.    Approximately  two-thirds  of 
the  calls  received  by  the  Center  are  answered  in-house.    When  necessary, 
callers  are  directed  to  specific  contacts  outside  the  office  for  in-depth 
counseling. 

While  the  Center's  primary  goal  is  to  provide  expert  advice  and  counseling  to 
U.S.  exporters,  staff  also  promotes  Federal  export  assistance  programs  and  the 
Center's  services.  Center  staff  are  regularly  requested  to  give  presentations  on 
Federal  export  promotion  programs  to  corporations,  association  meetings, 
universities,  and  inter-agency  and  departmental  meetings.    Staff  also  brief 
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embassy  officials,  foreign  service  officers,  and  official  foreign  visitors  to  the 
Center. 

Positive  feedback  from  the  private  sector  is  evidenced  in  the  numerous 
newsletters,  articles,  and  television  and  radio  broadcasts  that  have  been 
developed  on  the  services  the  Center  provides.    Recently,  the  Center  mailed 
quality  assurance  surveys  to  a  random  sampling  of  businesses  who  contacted  the 
Center.    Preliminary  results  indicate  that  customers  are  overwhelmingly 
satisfied  with  the  quality  of  the  information  provided. 

Center  staff  have  developed  a  strong  network  of  contacts  with  program 
managers  within  Commerce,  other  TPCC  agencies,  state  and  local  development 
agencies,  and  directly  with  the  U.S.  business  community.    The  Center  is 
recognized  at  Commerce  and  other  TPCC  agencies  as  the  "one-stop-shop"  for 
export  assistance  provided  by  the  U.S.  Government,  and  many  calls  are 
directed  to  the  Center  from  throughout  the  Federal  system.    Additionally,  the 
Center  is  recognized  by  state  and  local  governments  as  a  comprehensive 
clearinghouse  for  information  on  a  national  scale. 
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Created  to  be  a  major  program  of  the  TPCC,  the  Center's  "one-stop-shop" 
approach  is  an  excellent  vehicle  for  keeping  abreast  of  the  trade  activities  and 
programs  of  its  member  agencies,  and  collecting  and  disseminating  this 
information  for  public  use.    Furthermore,  the  Center  supports  the  goals  and 
mandate  of  the  TPCC  in  several  ways: 

•        A  major  goal  of  the  TPCC  is  to  streamline  and  coordinate  multiagency- 
sponsored  seminars,  exhibitions,  and  trade  missions.   To  assist  in  this 
goal,  the  Trade  Information  Center  maintains  and  updates  a  computerized 
calendar  of  U.S.  Government-sponsored  domestic  and  overseas  trade 
events.   The  calendar  appears  on  the  Economic  Bulletin  Board  for  the  use 
of  its  19  member  Federal  agencies  and  the  general  public. 

•        The  Center  maintains  a  database  of  substantive  callers  which  tracks  all 
relevant  business  information  (e.g.,  size  of  company,  level  of  exporting, 
geographic  area  of  interest,  etc.)  for  purposes  of  client  tracking  and 
follow-up.    Tailored  caller  reports  have  been  sent  to  TPCC  agencies  such 
as  the  Department  of  Agriculture,  Small  Business  Administration,  and 
Trade  and  Development  Agency,  for  their  information  and  follow-up. 
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For  example,  USDA  plans  to  use  the  information  provided  by  the  Center 
for  outreach  activities  the  Department  is  organizing,  such  as  trade  fairs 
and  exhibitions. 

Differences  Between  the  Small  and  Large  Business  Exporter 

In  our  view,  the  level  of  company  experience,  rather  than  size  alone,  is  more  of 
a  determining  factor  of  the  type  and  extent  of  export  assistance  companies  need. 
However,  small  exporting  firms  generally  have  more  needs  and  requirements, 
compared  to  larger  exporting  firms,  due  to  their  more  limited  resources  and 
experiences.    Common  problems  faced  by  small  business  exporters  include:  1) 
incomplete  knowledge  of  overseas  markets;  2)  a  lack  of  awareness  of  available 
export  assistance  and  promotion  programs;  and  3)  the  necessity  of  relying  more 
heavily  on  financing  to  transact  business  overseas. 

Serious  exporters,  both  small  and  large,  require  specific  and  up-to-date 
marketing  information  and  research.    However,  small  exporting  businesses  do 
not  have  the  economic  means  and  risk-taking  capabilities  that  larger  firms  have 
to  invest  in  marketing  internationally.    Lacking  large  international  marketing 
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departments  to  turn  to,  small  businesses  are  more  likely  to  turn  to  Federal, 
state,  and  local  information  offices  and  programs  as  their  link  to  the  global 
market.    They  may  use  U.S.  and  Foreign  Commercial  Service  district  offices, 
the  Trade  Information  Center,  state  business  development  agencies,  local  Small 
Business  Development  Centers,  Commerce  Department  trade  promotion  events, 
and  other  export  assistance  and  promotion  programs.    Small  businesses  are 
likely  to  utilize  export  promotion  missions,  shows,  and  other  promotion 
vehicles  as  a  primary  means  of  making  contacts  with  prospective  customers. 
On  the  other  hand,  many  small  businesses  do  enjoy  a  number  of  built-in 
advantages  over  large  firms.    Often,  small  businesses  can  locate  and  take 
advantage  of  international  opportunities  before  their  large  competitors  can  act, 
since  small  firms  are  better  equipped  to  concentrate  on  niche  markets.    In  many 
cases,  we  have  found  that  smaller  firms  possess  much  greater  flexibility  in 
dealing  with  their  customers  and  can  more  easily  customize  orders  to  suit 
individual  client  needs. 

As  we  have  seen  over  the  past  number  of  years,  small  business  exports  fuel  the 
engine  of  growth  for  our  economy.    Therefore,  it  is  important  for  the  Federal 
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government  to  continue  to  provide  export  assistance  that  is  easily  available  to 
U.S.  firms  willing  to  sell  their  products  overseas. 


New  Statistical  Capabilities  Aid  TPCC  Activities 

The  ongoing  efforts  of  the  TPCC  and  its  member  agencies  to  boost  the 
effectiveness  of  federal  trade  promotion  programs  are  being  supported  by 
powerful  new  statistical  tools  recently  developed  at  the  Department  of 
Commerce.   As  this  Committee  is  aware,  federal,  state  and  local  export 
promotion  efforts,  as  well  as  private  sector  providers  of  export  service,  have 
long  been  handicapped  'by  the  absence  of  critical  information  to  guide  resource 
allocation,  program  design,  and  targeting  of  firms  most  likely  to  benefit  from 
export  promotion  services.   We  have  lacked  the  most  basic  data  on  the  U.S. 
exporting   community. 

For  example,  we  have,  until  recently,  never  had  reliable  figures  on  the  number 
and  size  of  exporters,  the  distribution  of  exporters  by  industry,  the  geographic 
distribution  of  exporters  by  state  and  metropolitan  area,  or  the  shares  of  U.S. 
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exports  attributable  to  small,  medium-sized  or  large  companies.    I  am  happy  to 
report  that  we  have  made  major  progress  in  overcoming  these  information 
deficiencies.   The  Commerce  Department  recently  developed  the  capability, 
known  as  the  Exporter  Data  Base,  which  is  the  result  of  a  pioneering  research 
project  carried  out  by  the  Census  Bureau  in  cooperation  with  the  International 
Trade  Administration. 

The  project  was  launched  pursuant  to  Section  5406  of  the  Trade  and 
Competitiveness  Act  of  1988  and  involved  the  unprecedented  use  of  millions  of 
shipping  documents  to  identify  exporters  among  the  millions  of  businesses 
contained  in  the  Census  Bureau's  databases.    As  a  result,  we  now  have  first- 
time  "benchmark"  statistics  on  exporters  in  1987,  the  year  of  the  last  economic 
census.    An  updated  Exporter  Data  Base,  covering  1992,  is  being  developed  in 
conjunction  with  the  1992  economic  census. 
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Findings  from  the  EDB  dramatically  illustrate  the  importance  of  small  business 
to  U.S.  exports.   For  the  first  time,  we  can  make  statements  like'the  following: 

•  104,564  U.S.  firms  exported  domestically  produced  merchandise  in  1987. 
These  firms  constituted  nearly  7  percent  of  all  U.S.  companies  classified 
as  manufacturers  or  intermediaries  (wholesalers,  retailers,  brokers,  etc.). 

•  87  percent  of  all  exporting  companies  were  small,  employing  fewer 
than  100  workers.   Sixty-three  percent  of  all  exporters  were  very 
small  companies  that  employed  fewer  than  20  people. 

•  Small  companies  were  responsible  for  20  percent,  or  $48  billion,  of 
U.S.  exports  of  domestic  merchandise.   This  total  exceeded  exports 
by  medium-sized  firms  (100-499  employees),  which  shipped  $21 
billion  of  products. 

•  Of  course,  large  firms  dominated  U.S.  exports.    Large  companies 
(500  or  more  workers)  comprised  only  3.6  percent  of  exporting 
firms  in  1987,  but  were  responsible  for  71  percent  of  U.S.  exports. 
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Surprisingly,  nearly  two-thirds  of  all  exporting  companies  were 
intermediaries,  not  manufacturers.    Intermediaries  accounted  for  a 
little  over  one-third  of  all  merchandise  exports. 

Intermediaries  play  a  key  role  in  U.S.  exports,  and  the  vast  majority  of 
these  exporters-about  95  percent  in  1987-are  small. 

10  percent  of  small  U.S.  manufacturing  companies  exported  in  1987. 
Moreover,  nearly  1  out  of  5  employees  of  small  manufacturers  worked 
for  firms  that  exported. 

Small  companies  constituted  73  percent  of  all  manufacturing  firms  that 
exported  in  1987. 


One  consequence  of  the  EDB  project  is  that  we  now  have  summary  information 
on  where  exporters  are  concentrated  in  the  United  States.    This  kind  of 
information  is  invaluable  for  export  promotion  planning  and  should  lead  to 
much  more  efficient  allocation  of  resources. 
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For  euMple.  ic  tbe  state  cf  Te^as  there  vk  ere  '."^  factories  nd  c^ih'  linsiiig&s. 
iLe.:  e.T.rv?r:e.i  ii:  I*^~.    About  2.100  vk-ere  manua^roring 
the  rest  \iere  wholesalers  and  ocher  intennedi&ries. 


Mcweover,  *^  can  do>*  track  exports  from  metro  areas  and  zip  codes  —  and  do 
so  (Ml  a  ven  current  basis.    For  instance,  e.xpons  in  1*>91  from  key  zip  cxxies  in 
tbe  Chairman's  district  (,zip>s  762,  763,  791,  ai>d  79A)  totaled  S324  million,  of 
which  SI 90  milliOT  w^ere  manufactured  goods. 

The  bottom  line  is  that  tbe  United  States  now  ivssesses  a  foreign  trade 
statistical  SN-stem  tmmatched  by  our  foreign  competitors  which  can  provide  a 
much-needed  navigation  system  for  export  promotion.    Efforts  to  utilize  and 
disseminate  the  new  data  are  in  the  start-up  phase:  we  expect  that  TPCC 
member  agencies  will  make  increased  use  of  the  information  in  months  ahead. 
The  end-results  should  be  more  effective  delivery  of  expon  services  to  small 
busmess  —  the  companies  most  in  need  of  export  assistance. 
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Some  of  the  najor  points  of  tbe  a-greeinent  ioctode  the  fDDowiDg: 

•  SBA  IS  ooaoaam^Bg  its  efforts  on  basiness  (kveiopiDeou  pre-expon 
counseling,  and  on  expon  fmancmg  programs. 

•  IT  A  is  concentrating  its  efforts  on  counsdii^  export-read>'.  r»ew-te- 
market,  and  infrequeni  exporters,  assisting  these  firms  in  the  devdopoKat 
of  export  strategies  aikd  e;^rt  facilitation  sen')ces. 
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Together,  SBA  and  ITA  will  increase  the  amount  of  export  finance 
information  and  will,  in  all  possible  ways,  assist  small  businesses  to 
obtain  access  to  Federal  (e.g.,  SBA,  EXIMBANK,  AID,  USDA  and 
OPIC),  state  and  local  finance  programs. 

Currently  under  discussion  is  the  expansion  of  the  "one-stop-shop"  concept  that 
is  successfully  underway  at  Commerce's  Trade  Information  Center.    A  pilot 
program  is  being  discussed  to  combine  components  of  SBA  field  offices  and  the 
U.S.  and  Foreign  Commercial  Services  district  offices  in  a  key  U.S.  city.    The 
pilot  "grass  roots"  information  office  would  advise  businesses  on  export 
promotion  information  and  activities,  as  well  as  on  trade  finance. 
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Conclusion 


Secretary  Brown  is  committed  to  making  the  Trade  Promotion 
Coordinating  Committee  a  strong  force  in  coordinating,  streamlining,  and 
developing  the  diverse  resources  of  its  19  member  agencies.   The  role  of 
agencies  like  the  Small  Business  Administration,  and  other  TPCC  programs 
including  Trade  Information  Center,  have  made  a  significant  contribution 
in  ensuring  continued  interagency  communication  and  cooperation.   The 
exchange  of  information  between  agencies  will  help  to  increase  the  number 
and  effectiveness  of  Federal  export  assistance  programs  well  into  the 
future.    Ultimately,  it  is  our  every  intention  to  strengthen  our  ties  to  the 
business  community,  so  that  American  firms  everywhere  will  develop  and 
increase  their  exporting  capabilities. 


Mr.  Chairman,  Mr.  Vice-Chairman,  and  members  of  the  Committee, 
thank  you  for  the  opportunity  io  testify  today. 
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Testimony  before  the  Subcommittee  on  the 

Development  of  Rural  Enterprises, 

Exports  and  the  Environment 

of  the  House  Committee  on  Small  Business 

April  28,  1993 


U.S.  AND  FOREIGN  COMMERCIAL  SERVICE 
PROGRAMS  SERVE  SMALL  BUSINESS 

It  is  a  pleasure  to  appear  before  the  Subcommittee  today  to 
discuss  how  the  U.S.  and  Foreign  Commercial  Service  (US&FCS) 
assists  small  businesses  become  successful  exporters. 

The  Department  of  Commerce,  through  the  International  Trade 
Administration  (ITA)  is  the  lead  Federal  agency  for  export 
promotion.   The  USSFCS  is  a  unit  of  ITA  and  works  in 
conjunction  with  the  country  desk  officers  of  the  International 
Economic  Policy  (lEP)  unit,  and  the  industry  specialists  of  the 
Trade  Development  (TD)  unit  of  ITA.   The  USiFCS  is  a  global 
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network  of  business  professionals  providing  a  wide  array  of 
products  and  services  to  assist  U.S.  exporters  through  68 
domestic  offices,  and  over  130  offices  in  U.S.  embassies  and 
consulates  in  65  countries.   By  design  and  inclination,  small 
businesses  represent  the  majority  of  users  of  US&FCS  products 
and  services. 

US&FCS  commercial  officers  at  foreign  posts  and  US&FCS  trade 
specialists  in  the  U.S.  District  Offices  are  dedicated  to 
helping  U.S.  firms  become  successful  exporters  by  providing 
high-guality,  reasonably  priced  products  and  services  targeted 
to  meet  their  clients'  needs. 

The  US&FCS  functions  as  a  catalyst  for  the  U.S.  business 
community,  especially  for  smaller  firms  which  cannot  afford  to 
maintain  representatives  in  every  potential  foreign  market. 
The  programs  and  services  offered  by  the  US&FCS  are  varied  and 
flexible,  so  that  new-to-export  U.S.  firms  can  even  make  sales 
in  foreign  markets  without  resorting  to  expensive  travel  abroad. 

The  implementation  of  the  1990-92  US&FCS  Strategic  Review, 
called  for  a  focused,  targeted  approach  to  client  assistance, 
specifically  on  the  "infrequent  exporter"  and  "export  ready" 
firms  which  are  almost  exclusively  small  and  medium-sized.   The 
US&FCS  is  uniquely  qualified  to  provide  the  kind  of  specific 
assistance  and  information  that  smaller  firms  need  to  help  them 
navigate  the  complexities  of  exporting. 
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The  Strategic  Review  determined  that  this  "core  client  base" 
most  needed  high-quality,  value-added  export  counseling, 
targeted  business  contact  services,  specific  market  information 
and  overseas  trade  events  appropriate  for  new-to-export  and 
new-to-market  firms. 

Export  Counseling: 

Across  the  United  States,  in  68  district  and  branch  offices, 
US&FCS  trade  specialists  work  almost  exclusively  with  small  and 
medium-sized  businesses  to  provide  them  with  detailed, 
long-term,  export  marketing  and  counseling  assistance. 

During  fiscal  year  1992  alone,  US&FCS  trade  specialists 
conducted  more  than  53,000  counseling  sessions  in  the  U.S., 
assisting  more  than  3,000  companies  in  making  their  first 
export  sale  or  breaking  into  a  new  foreign  market. 

Based  on  responses  to  our  quality  assurance  surveys,  97%  of 
those  firms  who  received  counseling  in  the  U.S.  "would 
recommend  it  to  someone  else,"  and  96%  "would  use  it  again." 

Overseas,  US&FCS  has  commercial  officers  posted  to  U.S. 
embassies  and  consulates  in  more  than  69  countries,  totalling 
over  130  cities  worldwide.   During  FY92  over  48,000  counseling 
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sessions  for  U.S.  firms  were  held  overseas,  and  over  78,000 
couseling  sessions  for  host  country  firms  interested  in  U.S. 
products  and  services. 

Trade  Contact  Information; 

The  US&FCS  offers  a  variety  of  services  designed  to  assist  U.S. 
companies  in  identifying  foreign  markets  and  potential  trade 
contacts  for  their  products  and  services.   Over  the  past  two 
years  US&FCS 's  trade  contact  programs  have  been  focused  and 
upgraded  to  improve  quality  and  performance: 

Agent/Distributor  Service  (ADS) :   The  ADS  provides  a 
custom  search  overseas  for  interested  and  qualified 
foreign  representatives  on  behalf  of  a  U.S.  exporter.   A 
U.S.  firm  will  receive  names  of  up  to  six  foreign 
companies  interested  in  representing  its  product  in  a 
specified  country.   New  ADS  reporting  procedures 
implemented  in  FY  92  and  a  revised  format  have  improved 
ADS  content  and  quality.   ADS  coverage  was  recently 
expanded  to  include  Eastern  European  countries  and  Russia. 

World  Traders  Data  Report  (WTDR) :   WTDRs  are  brief 
background  reports  regarding  the  credit-worthiness  and 
reliability  of  specific  foreign  firms.   Customer 
satisfaction  surveys  indicate  that  75%  of  respondents 
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would  probably  or  definitely  use  the  WTDR  service  again. 
In  FY  92,  WTDR  service  was  expanded  to  Eastern  European 
countries  and  Russia. 

Trade  Opportunity  Program  (TOP) :   The  TOP  program 
provides  timely  sales  leads  from  overseas  firms  seeking 
to  buy  or  represent  U.S.  products  and  services.   U.S. 
commercial  officers  worldwide  gather  these  leads  through 
local  channels.   The  Journal  of  Commerce  prints  TOP  leads 
daily.   Foreign  government  tenders  are  printed  each  day 
in  the  Commerce  Business  Daily.   Electronic  distribution 
of  TOPS  through  DOC's  Electronic  Bulletin  Board  (EBB)  has 
increased  the  number  of  companies  with  access  to  TOP 
leads  to  over  300,000. 

Through  the  counseling  efforts  of  the  Baltimore  District 
Office,  a  small  Maryland  manufacturer  of  orthopedic 
treatment  devices  took  advantage  of  trade  leads  to  set  up 
11  exclusive  distributors  throughout  Europe  and  Asia. 
Exports  now  account  for  50  percent  of  the  firm's  sales. 

Market  Research: 

The  USiFCS  Market  Research  program  is  designed  to  collect, 
analyze  and  disseminate  focused,  high-quality  foreign  market 
research  that  U.S.  firms  can  use  in  developing  export  marketing 
strategies.   The  National  Trade  Data  Bank  (NTDB)  now  provides 
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its  more  than  2,000  subscribers,  including  800  federal 
depository  libraries,  with  a  full-range  of  timely  US&FCS  market 
research  reports 

The  market  research  program  produces  three  types  of  research: 

Industry  Subsector  Analysis:   specific  market  research 
reports  prepared  by  US&FCS  posts  abroad.   Studies  focus 
on  high  export-potential  industry  subsectors  in  the  most 
promising  country  markets.   Currently,  2,700  Industry 
Subsector  Analyses  have  been  written  or  reviewed  within 
the  past  2-3  years  and  are  available  through  the  NTDB  and 
CIMS.   88%  of  quality  assurance  survey  respondents 
indicating  they  "probably"  or  "definitely  would  use  the 
product  again." 

International  Market  Insights:   brief  reports  on 
important  developments  in  overseas  markets  prepared  by 
embassy  staff.   Subjects  covered  include  new  laws, 
policies  and  procedures,  new  trade  regulations  or 
changing  dynamics  in  the  marketplace.   In  FY  92,  IMI's 
began  being  disseminated  through  the  NTDB  and  CIMS. 

Customized  Sales  Survey;   customized  market  research 
reports  which  assess  the  marketability  of  a  specific  U.S. 
product  (e.g.,  pricing,  distribution  channels, 
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competition)  in  a  specific  market.   The  service  is  now 
available  in  60  countries  with  91%  of  quality  assurance 
survey  respondents  indicating  satisfaction  with  the 
results. 

Commercial  News  USA  (CNUSA) ; 

CNUSA,  an  illustrated  interntational  magazine,  provides 
low-cost,  extensive  overseas  exposure  for  export-ready  U.S. 
products  and  services.   CNUSA  generates  substantial  overseas 
new  business  leads  for  small  U.S.  firms  without  a  heavy 
investment  in  research  and  travel.   For  as  little  as  $495  a 
listing,  a  firm  can  advertise  to  a  distribution  of  over 
700,000,  through  both  printed  and  electronic  media. 

In  FY92,  CNUSA  participant  follow-up  surveys  showed  a  user 
satisfaction  rate  of  nearly  80%.   The  typical  participant 
received  an  average  of  65  inquiries  and  more  than  $75,000  in 
sales  from  a  single  listing.   96%  of  FY92  CNUSA  listings  were 
from  small  businesses. 

US&FCS  Little  Rock  contacted  J.T.  Parsons  Cabinet  Company, 
Inc. ,  a  manufacturer  of  sewing  machine  cabinets,  to  suggest 
participation  in  the  Arkansas  issue  of  Commercial  News  USA.   As 
a  result  of  the  inquiries  from  the  issue,  J.T.  Parsons 
established  a  trade  agreement  with  a  UK  firm.   The  company 
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counseling,  and  information  based  on  knowledge  of  local  business 
conditions.   Moreover,  companies  might  gain  confidence  in  and 
thus  more  likely  use  government  export  promotion  programs  if  the 
programs  were  supplied  by  a  single,  smoothly  functioning  local 
source. 

Despite  the  potential  benefits,  creating  a  nationwide  network  of 
one-stop  shop  field  offices  faces  obstacles.   Executive  branch 
agencies  carefully  guard  their  turf.   Different  agencies  that 
provide  export  assistance  can  be  expected  to  resist  any  major 
effort  to  integrate  field  operations.   In  addition,  agency 
officials  told  us  that  substantial  additional  funds  might  be 
needed  to  relocate  federal  offices,  or  induce  nonfederal 
government  organizations  to  relocate.   Money  also  would  be  needed 
to  provide  staff  with  the  required  training  and  support. 
Consequently,  we  believe  that  in  today's  tight  budget  environment 
more  modest  attempts  may  have  to  be  made  to  improve  small 
exporters'  access  to  federal  export  financing  and  other  export 
promotion  programs. 

A  POSSIBLE  PILOT  PROGRAM 

In  our  December  1992  report,  we  proposed  a  pilot  program  for 
partially  integrating  the  delivery  in  the  field  of  federal  export 
financing  and  other  export  promotion  programs.   This  pilot  would 
test  out  the  benefits  of  integrating  all  government  export 
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assistance.   Such  a  pilot  could  easily  integrate  the  delivery  of 
current  export  assistance  programs  provided  by  US&FCS  with  those 
provided  by  SBA  and  Eximbank.   In  the  pilot,  a  small  number  of 
loan  officers  from  the  SBA's  district  offices  would  be  stationed 
at  selected  USSFCS  district  offices,  so  that  the  field  staff  of 
both  agencies  could  jointly  provide  comprehensive  export 
counseling  and  export  financing  assistance. 

The  selection  of  pilot  sites  should  be  left  up  to  TPCC,  SBA,  and 
Commerce.   However,  based  on  interviews  with  Commerce  and  SBA 
field  staff,  we  believe  that  cities  that  contain  large  numbers  of 
small-  and  medium-sized  export-capable  firms  probably  should  be 
chosen.   Another  consideration  in  picking  pilot  locations  is  that 
in  12  cities,  US&FCS  and  SBA  district  offices  are  located  in  the 
same  building.   Including  some  of  these  sites  in  the  pilot  would 
minimize  the  costs  of  moving  staff. 

Selecting  the  right  detailees  will  be  crucial  to  the  pilot's 
success.   Having  Incentives  that  encourage  well-qualified  staff 
to  participate  in  an  interagency  pilot  is  Important.   Often, 
employees  in  an  agency  have  little  incentive  to  volunteer  to  move 
out  of  sight  of  those  who  supervise  and  rate  them,  and  the  agency 
has  little  inducement  to  encourage  them  to  go.   Thus,  to  assure 
that  well-qualified  loan  officers  volunteer  for  this  assignment, 
some  type  of  incentive  for  attracting  high-quality  staff  should 
be  built  into  the  selection  procedures.   Consideration  should  be 
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given  to  awarding  detailees  temporary  promotions  or  pay 
increases. 

Adequate  training  also  is  critical  to  the  pilot's  success. 
Currently,  few  of  the  600  loan  officers  assigned  to  the  SBA's  68 
district  offices  are  experienced  in  international  finance  or  in 
using  the  SBA's  ERLC  program  or  the  Eximbank's  programs. 
Training  should  be  sufficient  to  assure  that  detailees  have  the 
expertise  to  (1)  properly  use  the  SBA's  export  financing 
programs,  (2)  market  the  Eximbank's  programs,  and  (3)  provide  at 
least  basic  assistance  on  trade  finance  matters.   Ideally,  the 
detailed  loan  officers  should  have  enough  expertise  to  help 
companies  fill  out  applications  for  Eximbank  programs  or 
applications  for  bank  export  financing. 

The  results  of  the  pilot  should  be  formally  assessed  by  TPCC, 
using  a  uniform  methodology  at  each  pilot  site.   The  pilot's 
impact  might  be  evaluated  using  a  variety  of  methods,  such  as 
tracking  financing  provided  for  export  sales  or  surveying 
clients. 
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Mr.  Chairman  and  Members  of  the  Subcommittee,  this  concludes  my 
prepared  statement.   I  will  be  happy  to  answer  any  questions  that 
you  or  the  Subcommittee  may  have. 
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Ordering  Information 

The  first  copy  of  each  GAO  report  and  testimony  is  free. 
Additional  copies  are  S2  each.  Orders  should  be  sent  to  the 
foUcwing  address,  accompanied  by  a  check  or  money  order 
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Written  Statement  by  Jonathan  Menes 

Acting  Assistant  Secretary  for  Trade  Development 

U.S.  Department  of  Commerce 

Before  the  House  Subcommittee  on  the  Development  of 

Rural  Enterprises,  Exports,  and  the  Environment 

Committee  on  Small  Business 


April  28,  1993 
Good  morning.    I  wish  to  thank  you  for  the  opportunity  to  testify 
regarding  the  status  of  the  Trade  Promotion  Coordinating  Committee  and  the 
effectiveness  of  Federal  export  assistance  programs. 

The  complete  coordination  of  trade  promotion  activities  and  development 
of  respective  policy  is  a  major  task.    Title  II  of  the  Export  Enhancement  Act  of 
1992  (Public  Law  102-429)  establishes  the  TPCC  under  law  and  mandates  the 
Secretary  of  Commerce  to  report  to  Congress  on  its  duties  and  responsibilities, 
to  streamline  and  unify  the  trade  promotion  activities  and  services  of  its 
member  agencies.    By  virtue  of  encompassing  ail  19  Federal  agencies 
responsible  for  international  trade  and  export  promotion,  the  TPCC  is  assigned 
this  task. 
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My  presentation  will  cover  the  following  topics  and  address  what  the 
TPCC  and  its  member  agencies  are  doing  to  increase  the  effectiveness  of 
Federal  export  assistance  programs,  including: 

•  Efforts  of  the  Trade  Promotion  Coordinating  Committee  to  Fulfill  Its 

Mandate; 

•  Effectiveness  and  Necessity  of  the  Trade  Information  Center; 

•  Differences  Between  the  Small  and  Large  Business  Exporter; 

•  New  Statistical  Capabilities  Aiding  TPCC  Activities; 

•  Small  Business  Administration  Role  in  the  TPCC. 
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Efforts  of  the  Trade  Promotion  Coordinating  Committee  to  Fulfill  Its 
Mandate 

The  Export  Enhancement  Act  of  1992  codified  the  TPCC.    The  TPCC  is 
required  to  report  to  Congress  on  September  30,  1993,  on  a  strategic  plan  for 
export  promotion,  including:    1)  government  priorities;  2)  proposals  for  the 
elimination  of  duplicate  or  overlapping  programs;  3)  a  unified  budget  proposal 
for  more  Federal  trade  promotion  activities;  and  4)  proposals  for  more  federal- 
state  cooperation. 

It  is  Secretary  Brown's  intent  to  use  the  TPCC  to  improve  the  overall  quality  of 
the  Federal  government's  assistance  to  U.S.  business  in  promoting  exports.    He 
intends  to  hold  Cabinet-level  meetings  more  regularly  than  had  been  held  in  the 
past  to  ensure  high-level  focus  on  export  promotion.    On  March  31,  he 
convened  the  first  TPCC  Cabinet-level  meeting  of  the  Clinton  Administration. 
The  focus  of  the  meeting  was  to  discuss  possible  initiatives  to  be  undertaken  so 
that  the  deadline  for  a  strategic  plan,  as  stipulated  in  the  Act,  can  be  met.    The 
following  are  initiatives  underway: 
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Intensive  Focus  Groups  -  Since  the  TPCC's  purpose  is  to  review  and 
change  the  way  government  interacts  with  business  to  expand  exports, 
working  groups  should  examine  each  primary  area  of  interaction 
including:    1)  trade  finance;  2)  obstacles  to  export;  and  3) 
information/counseling/marketing/advocacy.    These  working  groups  will 
review,  among  other  issues,  ways  for  government  to  assist  small  and 
minority-owned  businesses  in  export  promotion.    In  addition,  three 
working  groups  will  meet  periodically  on:    the  environment;  U.S. -Asia 
Environmental  Partnership;  and  small  and  minority  businesses. 

Deputies  Group  -  At  this  meeting  it  was  decided  that  a  Deputies  Group 
would  be  co-chaired  by  John  Roliwagen,  Deputy  Secretary  Designate  of 
Commerce,  and  Ken  Brody,  Chairman  Designate  of  the  Export-Import 
Bank.    The  Deputies  Group  will  commence  work  on  setting  the  objectives 
for  the  TPCC  and  drafting  the  strategic  plan,  with  strong  input  from  the 
working  groups.    This  objectives  group  will  consult  frequently  with  each 
working  group  to  ensure  coordination. 
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•        Expansion  of  the  One-Stop-Shop  Concept  -  The  successful  operation  of 
the  Trade  Information  Center  (TIC)  could  be  enhanced  by  assigning 
program  experts  from  other  major  export  assistance  programs/agencies  to 
the  TIC.    This  would  increase  the  TIC's  "firepower",  enabling  it  to 
function  more  as  a  one-stop  information  center  in  addition  to  being  a 
referral  point.    Additionally,  a  pilot  one-stop-shop  could  be  instituted  in 
at  least  one  major  U.S.  location,  which  would  combine  local  offices  of 
Commerce  with  those  of  other  TPCC  agencies,  such  as  the  Small 
Business  Administration. 
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Export  Financing  -  Exporter  access  to  sources  of  fmancing,  both  Federal 
sources  and  private  banks,  needs  improvement.    First,  the  coordination  of 
Federal  agencies  in  the  financing  area  (Eximbank,  TDA,  OPIC,  AID, 
SBA)  needs  strengthening.   Second,  regulatory  barriers  need  to  be 
reviewed  to  encourage  broader  use  of  export  financing  by  U.S.  banks. 
Third,  export  financing  should  be  included  as  a  major  component  of 
outreach  seminars  and  information  centers  in  cities  nationwide. 
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•  Target  Sector  or  Country  Specific  Exports  -  A  process  for  identifying  key 
geographic  or  sector  targets  for  major  export  expansion  needs  to  be 
developed.    Subsequently,  resources  should  focus  on  these  targets. 

•  Export  Impediments  -  The  feasibility  of  easing  regulatory  impediments  to 
exporting,  such  as  and  product  standards  and  testing,  needs  to  be 
reviewed.    Easing  regulations  may  require  adjustments  in  Federal 
legislation.    For  example,  a  greater  effort  must  be  made  with  the 
European  Community  to  adjust  standards  and  testing  requirements. 


Effectiveness  and  Necessity  for  the  Trade  Information  Center 

The  Trade  Information  Center  is  an  access  point  within  the  U.S.  Government 
for  comprehensive  counseling  on  programs  available  from  19  Federal  agencies 
designed  to  assist  U.S.  businesses  in  exporting.    The  Center's  staff  of 
International  Trade  Specialists  guides  businesses  through  the  export  process  and 
advises  them  on  how  to  locate  and  use  government  programs,  including  those 
that  provide: 
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•  Export  Counseling; 

•  International  Market  Research  and  Trade  Leads; 

•  Overseas  and  Domestic  Trade  Events  and  Activities; 

•  Export  Financing; 

•  Advice  on  Documentation  and  Licensing  Requirements. 

Center  staff  answers  a  wide  variety  of  questions  ranging  from  how  to  respond 
to  an  international  order,  to  what  the  top  foreign  niarkets  are  for  a  particular 
product. 

Callers  can  receive  free  rqwrts  and  statistics  from  the  computerized  National 
Trade  Data  Bank  (NTDB),  which  includes  over  100,000  government  documents 
related  to  export  promotion  and  international  markets.   Through  the  Center's 
National  Export  Directory  (NED>,  callers  can  also  get  information  on  export 
assistance  programs  and  international  contacts  at  the  state  and  kx;ai  level 
including  chambers  of  commerce,  Small  Business  Development  Centers 
(SbDC%),  trade  associations,  and  international  banks.   Recently,  the  NED  was 
placed  on  the  National  Trade  Data  Bank,  the  Economic  Bulletin  Board,  and  in 
Business  America  magazine. 


S:?.:c  N../.    --     .?  Trade  tnfoniMtkai  Cgmer  las  p»oi*idBd  timely, 

accurate.  \j.  ::■.>.-.-.    ;.-    -i^:     c  .c  c%er  S^aVv    -.^    .<>«:  natkowide  on  its 
toll-free  line.  l-SOO-USA-TRADE  ^l-SOO-^'--^'-,^      \:.-,-\'\.:ivitelY  sixty 
percent  ot  these  calls  are  from  small  and  medium-sizevl  busine&ses.    Currently, 
trade  ^)ecialists  provide  intormauon  to  over  l.lCV  ca.Iler>  per  week,  mostly 
ne\v-to-expon  and  ne\s-to-market  t'lrms.    About  one-third  ot  the  cills  the  Center 
receiNes  are  frvm  manufacairen>.  one-third  from  distributois  or  export  trading 
cotr.:\."us    ..".d  the  remainder  from  consultants,  service  prv»viders,  goNcmment 
or  pn\'ate  sector  e\  -     ..ncc  organizations.    Appa^xinvately  rvvvvthirds  of 

the  calls  received  b>  the  Center  are  answered  in-house.    When  necessary. 
callers  are  directed  to  specific  contacts  outside  the  otTice  for  in-depth 
counseling. 

While  the  Center's  primarv  goal  is  lo  provide  evpert  .idvice  and  counseling  to 
I  .S.  e\p^''rlers.  statY  also  promotes  Federal  e\[vrt  assistance  pa>grams  and  the 
Center  s  services   Center  statY  are  regularly  requested  lo  give  presentations  on 
Federal  e\pv>rt  promotion  prv-'grams  to  coqx^rations.  assvviativ>n  meetings, 
universities,  and  inter-agency  and  departmental  meetings.    StatTalso  brief 
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embassy  officials,  foreign  service  officers,  and  official  foreign  visitors  to  the 
Center. 

Positive  feedback  from  the  private  sector  is  evidenced  in  the  numerous 
newsletters,  articles,  and  television  and  radio  broadcasts  that  have  been 
developed  on  the  services  the  Center  provides.    Recently,  the  Center  mailed 
quality  assurance  surveys  to  a  random  sampling  of  businesses  who  contacted  the 
Center.    Preliminary  results  indicate  that  customers  are  overwhelmingly 
satisfied  with  the  quality  of  the  information  provided. 

Center  staff  have  developed  a  strong  network  of  contacts  with  program 
managers  within  Commerce,  other  TPCC  agencies,  state  and  local  development 
agencies,  and  directly  with  the  U.S.  business  community.    The  Center  is 
recognized  at  Commerce  and  other  TPCC  agencies  as  the  "one-stop-shop"  for 
export  assistance  provided  by  the  U.S.  Government,  and  many  calls  are 
directed  to  the  Center  from  throughout  the  Federal  system.    Additionally,  the 
Center  is  recognized  by  state  and  local  governments  as  a  comprehensive 
clearinghouse  for  information  on  a  national  scale. 
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Created  to  be  a  major  program  of  the  TPCC,  the  Center's  "one-stop-shop" 
approach  is  an  excellent  vehicle  for  keeping  abreast  of  the  trade  activities  and 
programs  of  its  member  agencies,  and  collecting  and  disseminating  this 
information  for  public  use.    Furthermore,  the  Center  supports  the  goals  and 
mandate  of  the  TPCC  in  several  ways: 

•  A  major  goal  of  the  TPCC  is  to  streamline  and  coordinate  multiagency- 
sponsored  seminars,  exhibitions,  and  trade  missions.    To  assist  in  this 
goal,  the  Trade  Information  Center  maintains  and  updates  a  computerized 
calendar  of  U.S.  Government-sponsored  domestic  and  overseas  trade 
events.   The  calendar  appears  on  the  Economic  Bulletin  Board  for  the  use 
of  its  19  member  Federal  agencies  and  the  general  public. 

•  The  Center  maintains  a  database  of  substantive  callers  which  tracks  all 
relevant  business  information  (e.g.,  size  of  company,  level  of  exporting, 
geographic  area  of  interest,  etc.)  for  purposes  of  client  tracking  and 
follow-up.    Tailored  caller  reports  have  been  sent  to  TPCC  agencies  such 
as  the  Department  of  Agriculture,  Small  Business  Administration,  and 
Trade  and  Development  Agency,  for  their  information  and  follow-up. 
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For  example,  USD  A  plans  to  use  the  information  provided  by  the  Center 
for  outreach  activities  the  Department  is  organizing,  such  as  trade  fairs 
and  exhibitions. 

Differences  Between  the  Small  and  Large  Business  Exporter 

In  our  view,  the  level  of  company  experience,  rather  than  size  alone,  is  more  of 
a  determining  factor  of  the  type  and  extent  of  export  assistance  companies  need. 
However,  small  exporting  firms  generally  have  more  needs  and  requirements, 
compared  to  larger  exporting  firms,  due  to  their  more  limited  resources  and 
experiences.    Common  problems  faced  by  small  business  exporters  include:  1) 
incomplete  knowledge  of  overseas  markets;  2)  a  lack  of  awareness  of  available 
export  assistance  and  promotion  programs;  and  3)  the  necessity  of  relying  more 
heavily  on  financing  to  transact  business  overseas. 

Serious  exporters,  both  small  and  large,  require  specific  and  up-to-date 
marketing  informafion  and  research.    However,  small  exporting  businesses  do 
not  have  the  economic  means  and  risk-taking  capabilities  that  larger  firms  have 
to  invest  in  marketing  internationally.    Lacking  large  international  marketing 
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departments  to  turn  to,  small  businesses  are  more  likely  to  turn  to  Federal, 
state,  and  local  information  offices  and  programs  as  their  link  to  the  global 
market.    They  may  use  U.S.  and  Foreign  Commercial  Service  district  offices, 
the  Trade  Information  Center,  state  business  development  agencies,  local  Small 
Business  Development  Centers,  Commerce  Department  trade  promotion  events, 
and  other  export  assistance  and  promotion  programs.    Small  businesses  are 
likely  to  utilize  export  promotion  missions,  shows,  and  other  promotion 
vehicles  as  a  primary  means  of  making  contacts  with  prospective  customers. 
On  the  other  hand,  many  small  businesses  do  enjoy  a  number  of  built-in 
advantages  over  large  firms.    Often,  small  businesses  can  locate  and  take 
advantage  of  international  opportunities  before  their  large  competitors  can  act, 
since  small  firms  are  better  equipped  to  concentrate  on  niche  markets.    In  many 
cases,  we  have  found  that  smaller  firms  possess  much  greater  flexibility  in 
dealing  with  their  customers  and  can  more  easily  customize  orders  to  suit 
individual  client  needs. 

As  we  have  seen  over  the  past  number  of  years,  small  business  exports  fuel  the 
engine  of  growth  for  our  economy.    Therefore,  it  is  important  for  the  Federal 
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government  to  continue  to  provide  export  assistance  that  is  easily  available  to 
U.S.  firms  willing  to  sell  their  products  overseas.  ' 


New  Statistical  Capabilities  Aid  TPCC  Activities 

The  ongoing  efforts  of  the  TPCC  and  its  member  agencies  to  boost  the 
effectiveness  of  federal  trade  promotion  programs  are  being  supported  by 
powerful  new  statistical  tools  recently  developed  at  the  Department  of 
Commerce.   As  this  Committee  is  aware,  federal,  state  and  local  export 
promotion  efforts,  as  well  as  private  sector  providers  of  export  service,  have 
long  been  handicapped  by  the  absence  of  critical  information  to  guide  resource 
allocation,  program  design,  and  targeting  of  firms  most  likely  to  benefit  from 
export  promotion  services.    We  have  lacked  the  most  basic  data  on  the  U.S. 
exporting   community. 

For  example,  we  have,  until  recently,  never  had  reliable  figures  on  the  number 
and  size  of  exporters,  the  distribution  of  exporters  by  industry,  the  geographic 
distribution  of  exporters  by  state  and  metropolitan  area,  or  the  shares  of  U.S. 
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exports  attributable  to  small,  medium-sized  or  large  companies.    I  am  happy  to 
report  that  we  have  made  major  progress  in  overcoming  these  information 
deficiencies.   The  Commerce  Department  recently  developed  the  capability, 
known  as  the  Exporter  Data  Base,  which  is  the  result  of  a  pioneering  research 
project  carried  out  by  the  Census  Bureau  in  cooperation  with  the  International 
Trade  Administration. 

The  project  was  launched  pursuant  to  Section  5406  of  the  Trade  and 
Competitiveness  Act  of  1988  and  involved  the  unprecedented  use  of  millions  of 
shipping  documents  to  identify  exporters  among  the  millions  of  businesses 
contained  in  the  Census  Bureau's  databases.    As  a  result,  we  now  have  first- 
time  "benchmark"  statistics  on  exporters  in  1987,  the  year  of  the  last  economic 
census.    An  updated  Exporter  Data  Base,  covering  1992,  is  being  developed  in 
conjunction  with  the  1992  economic  census. 
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Findings  from  the  EDB  dramatically  illustrate  the  importance  of  small  business 
to  U.S.  exports.    For  the  first  time,  we  can  make  statements  like'the  following: 

•  104,564  U.S.  firms  exported  domestically  produced  merchandise  in  1987. 
These  firms  constituted  nearly  7  percent  of  all  U.S.  companies  classified 
as  manufacturers  or  intermediaries  (wholesalers,  retailers,  brokers,  etc.). 

•  87  percent  of  all  exporting  companies  were  small,  employing  fewer 
than  100  workers.   Sixty-three  percent  of  all  exporters  were  very 
small  companies  that  employed  fewer  than  20  people. 

•  Small  companies  were  responsible  for  20  percent,  or  $48  billion,  of 
U.S.  exports  of  domestic  merchandise.    This  total  exceeded  exports 
by  medium-sized  firms  (100-499  employees),  which  shipped  $21 
billion  of  products. 

•  Of  course,  large  firms  dominated  U.S.  exports.    Large  companies 
(500  or  more  workers)  comprised  only  3.6  percent  of  exporting 
firms  in  1987,  but  were  responsible  for  71  percent  of  U.S.  exports. 
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Surprisingly,  nearly  two-thirds  of  all  exporting  companies  were 
intermediaries,  not  manufacturers.   Intermediaries  accounted  for  a 
little  over  one-third  of  all  merchandise  exports. 

Intermediaries  play  a  key  role  in  U.S.  exports,  and  the  vast  majority  of 
these  exporters-about  95  percent  in  1987-are  small. 

10  percent  of  small  U.S.  manufacturing  companies  exported  in  1987. 
Moreover,  nearly  1  out  of  5  employees  of  small  manufacturers  worked 
for  firms  that  exported. 

Small  companies  constituted  73  percent  of  all  manufacturing  firms  that 
exported  in  1987. 


One  consequence  of  the  EDB  project  is  that  we  now  have  summary  information 
on  where  exporters  are  concentrated  in  the  United  States.   This  kind  of 
information  is  invaluable  for  export  promotion  planning  and  should  lead  to 
much  more  efficient  allocation  of  resources. 
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For  example,  in  the  state  of  Texas  there  were  7,732  factories  and  other  business 
establishments  that  exported  in  1987.    About  2,100  were  manufacturing 
establishments;  the  rest  were  wholesalers  and  other  intermediaries. 

Moreover,  we  can  now  track  exports  from  metro  areas  and  zip  codes  -  and  do 
so  on  a  very  current  basis.    For  instance,  exports  in  1991  from  key  zip  codes  in 
the  Chairman's  district  (zips  762,  763,  791,  and  794)  totaled  $324  million,  of 
which  $190  million  were  manufactured  goods. 

The  bottom  line  is  that  the  United  States  now  possesses  a  foreign  trade 
statistical  system  unmatched  by  our  foreign  competitors  which  can  provide  a 
much-needed  navigation  system  ibr  export  promotion.    Efforts  to  utilize  and 
disseminate  the  new  data  are  in  the  start-up  phase;  we  expect  that  TPCC 
member  agencies  will  make  increased  use  of  the  information  in  months  ahead. 
The  end-results  should  be  more  effective  delivery  of  export  services  to  small 
business  -  the  companies  most  in  need  of  export  assistance. 
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Small  Business  Administration  Role  in  the  TPCC 

Since  the  TPCC's  inception  in  1990,  the  Committee  has  always  looked  to  the 
Small  Business  Administration  as  a  major  link  to  the  U.S.  small  business 
community.    SB  A  has  played  a  key  role  in  the  past  TPCC  working  groups  and 
will  continue  to  participate  in  future  working  groups  to  explore  program 
improvements  and  discuss  export  impediments.    Last  year,  SBA  and  the 
International  Trade  Administration  signed  a  Memorandum  of  Understanding 
which  clarifies  the  export,  outreach  and  development  efforts  of  each.  (Tab  4) 

Some  of  the  major  points  of  the  agreement  include  the  following: 

•  SBA  is  concentrating  its  efforts  on  business  development,  pre-export 
counseling,  and  on  export  financing  programs. 

•  IT  A  is  concentrating  its  efforts  on  counseling  export- ready,  new-to- 
market,  and  infrequent  exporters,  assisting  these  firms  in  the  development 
of  export  strategies  and  export  facilitation  services. 
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Together,  SBA  and  ITA  will  increase  the  amount  of  export  finance 
information  and  will,  in  all  possible  ways,  assist  small  businesses  to 
obtain  access  to  Federal  (e.g.,  SBA,  EXIMBANK,  AID,  USD  A  and 
OPIC),  state  and  local  finance  programs. 

Currently  under  discussion  is  the  expansion  of  the  "one-stop-shop"  concept  that 
is  successfully  underway  at  Commerce's  Trade  Information  Center.    A  pilot 
program  is  being  discussed  to  combine  components  of  SBA  field  offices  and  the 
U.S.  and  Foreign  Commercial  Services  district  offices  in  a  key  U.S.  city.    The 
pilot  "grass  roots"  information  office  would  advise  businesses  on  export 
promofion  information  and  activities,  as  well  as  on  trade  finance. 
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Conclusion 


Secretary  Brown  is  committed  to  making  the  Trade  Promotion 
Coordinating  Committee  a  strong  force  in  coordinating,  streamlining,  and 
developing  the  diverse  resources  of  its  19  member  agencies.   The  role  of 
agencies  like  the  Small  Business  Administration,  and  other  TPCC  programs 
including  Trade  Information  Center,  have  made  a  significant  contribution 
in  ensuring  continued  interagency  communication  and  cooperation.    The 
exchange  of  information  between  agencies  will  help  to  increase  the  number 
and  effectiveness  of  Federal  export  assistance  programs  well  into  the 
future.    Ultimately,  it  is  our  every  intention  to  strengthen  our  ties  to  the 
business  community,  so  that  American  Arms  everywhere  will  develop  and 
increase  their  exporting  capabilities. 


Mr.  Chairman,  Mr.  Vice-Chairman,  and  members  of  the  Committee, 
thank  you  for  the  opportunity  io  testify  today. 
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U.S.  AND  FOREIGN  COMMERCIAL  SERVICE 
PROGRAMS  SERVE  SMALL  BUSINESS 

It  is  a  pleasure  to  appear  before  the  Subcommittee  today  to 
discuss  how  the  U.S.  and  Foreign  Commercial  Service  (US&FCS) 
assists  small  businesses  become  successful  exporters. 

The  Department  of  Commerce,  through  the  International  Trade 
Administration  (ITA)  is  the  lead  Federal  agency  for  export 
promotion.   The  USiFCS  is  a  unit  of  ITA  and  works  in 
conjunction  with  the  country  desk  officers  of  the  International 
Economic  Policy  (lEP)  unit,  and  the  industry  specialists  of  the 
Trade  Development  (TD)  unit  of  ITA.   The  US&FCS  is  a  global 
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network  of  business  professionals  providing  a  wide  array  of 
products  and  services  to  assist  U.S.  exporters  through  68 
domestic  offices,  and  over  130  offices  in  U.S.  embassies  and 
consulates  in  65  countries.   By  design  and  inclination,  small 
businesses  represent  the  majority  of  users  of  USiFCS  products 
and  services. 

US&FCS  commercial  officers  at  foreign  posts  and  US&FCS  trade 
specialists  in  the  U.S.  District  Offices  are  dedicated  to 
helping  U.S.  firms  become  successful  exporters  by  providing 
high-quality,  reasonably  priced  products  and  services  targeted 
to  meet  their  clients'  needs. 

The  USiFCS  functions  as  a  catalyst  for  the  U.S.  business 
community,  especially  for  smaller  firms  which  cannot  afford  to 
maintain  representatives  in  every  potential  foreign  market. 
The  programs  and  services  offered  by  the  US&FCS  are  varied  and 
flexible,  so  that  new-to-export  U.S.  firms  can  even  make  sales 
in  foreign  markets  without  resorting  to  expensive  travel  abroad. 

The  implementation  of  the  1990-92  USSFCS  Strategic  Review, 
called  for  a  focused,  targeted  approach  to  client  assistance, 
specifically  on  the  "infrequent  exporter"  and  "export  ready" 
firms  which  are  almost  exclusively  small  and  medium-sized.   The 
USiFCS  is  uniquely  qualified  to  provide  the  kind  of  specific 
assistance  and  information  that  smaller  firms  need  to  help  them 
navigate  the  complexities  of  exporting. 
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The  Strategic  Review  determined  that  this  "core  client  base" 
most  needed  high-quality,  value-added  export  counseling, 
targeted  business  contact  services,  specific  market  information 
and  overseas  trade  events  appropriate  for  new-to-export  and 
new-to-market  firms. 

Export  Counseling; 

Across  the  United  States,  in  68  district  and  branch  offices, 
US&FCS  trade  specialists  work  almost  exclusively  with  small  and 
medium-sized  businesses  to  provide  them  with  detailed, 
long-term,  export  marketing  and  counseling  assistance. 

During  fiscal  year  1992  alone,  US&FCS  trade  specialists 
conducted  more  than  53,000  counseling  sessions  in  the  U.S., 
assisting  more  than  3,000  companies  in  making  their  first 
export  sale  or  breaking  into  a  new  foreign  market. 

Based  on  responses  to  our  quality  assurance  surveys,  97%  of 
those  firms  who  received  counseling  in  the  U.S.  "would 
recommend  it  to  someone  else,"  and  96%  "would  use  it  again." 

Overseas,  US&FCS  has  commercial  officers  posted  to  U.S. 
embassies  and  consulates  in  more  than  69  countries,  totalling 
over  130  cities  worldwide.   During  FY92  over  48,000  counseling 
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sessions  for  U.S.  firms  were  held  overseas,  and  over  78,000 
couseling  sessions  for  host  country  firms  interested  in  U.S. 
products  and  services. 

Trade  Contact  Information: 

The  US&FCS  offers  a  variety  of  services  designed  to  assist  U.S. 
companies  in  identifying  foreign  markets  and  potential  trade 
contacts  for  their  products  and  services.   Over  the  past  two 
years  US&FCS's  trade  contact  programs  have  been  focused  and 
upgraded  to  improve  quality  and  performance: 

Agent/Distributor  Service  (ADS) :   The  ADS  provides  a 
custom  search  overseas  for  interested  and  qualified 
foreign  representatives  on  behalf  of  a  U.S.  exporter.   A 
U.S.  firm  will  receive  names  of  up  to  six  foreign 
companies  interested  in  representing  its  product  in  a 
specified  country.   New  ADS  reporting  procedures 
implemented  in  FY  92  and  a  revised  format  have  improved 
ADS  content  and  quality.   ADS  coverage  was  recently 
expanded  to  include  Eastern  European  countries  and  Russia. 

World  Traders  Data  Report  (WTDR) :   WTDRs  are  brief 
background  reports  regarding  the  credit-worthiness  and 
reliability  of  specific  foreign  firms.   Customer 
satisfaction  surveys  indicate  that  75%  of  respondents 
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would  probably  or  definitely  use  the  WTDR  service  again. 
In  FY  92,  WTDR  service  was  expanded  to  Eastern  European 
countries  and  Russia. 

Trade  Opportunity  Program  (TOP) :   The  TOP  program 
provides  timely  sales  leads  from  overseas  firms  seeking 
to  buy  or  represent  U.S.  products  and  services.   U.S. 
commercial  officers  worldwide  gather  these  leads  through 
local  channels.   The  Journal  of  Commerce  prints  TOP  leads 
daily.   Foreign  government  tenders  are  printed  each  day 
in  the  Commerce  Business  Daily.   Electronic  distribution 
of  TOPS  through  DOC's  Electronic  Bulletin  Board  (EBB)  has 
increased  the  number  of  companies  with  access  to  TOP 
leads  to  over  300,000. 

Through  the  counseling  efforts  of  the  Baltimore  District 
Office,  a  small  Maryland  manufacturer  of  orthopedic 
treatment  devices  took  advantage  of  trade  leads  to  set  up 
11  exclusive  distributors  throughout  Europe  and  Asia. 
Exports  now  account  for  50  percent  of  the  firm's  sales. 

Market  Research: 

The  USSFCS  Market  Research  program  is  designed  to  collect, 
analyze  and  disseminate  focused,  high-quality  foreign  market 
research  that  U.S.  firms  can  use  in  developing  export  marketing 
strategies.   The  National  Trade  Data  Bank  (NTDB)  now  provides 
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its  more  than  2,000  subscribers,  including  800  federal 
depository  libraries,  with  a  full-range  of  timely  US&FCS  market 
research  reports 

The  market  research  program  produces  three  types  of  research: 

^Industry  Subsector  Analysis;   specific  market  research 
reports  prepared  by  US&FCS  posts  abroad.   Studies  focus 
on  high  export-potential  industry  subsectors  in  the  most 
promising  country  markets.   Currently,  2,700  Industry 
Subsector  Analyses  have  been  written  or  reviewed  within 
the  past  2-3  years  and  are  available  through  the  NTDB  and 
CIMS.   88%  of  quality  assurance  survey  respondents 
indicating  they  "probably"  or  "definitely  would  use  the 
product  again." 

Tnternational  Market  Tnsiahts;   brief  reports  on 
important  developments  in  overseas  markets  prepared  by 
embassy  staff.   Subjects  covered  include  new  laws, 
policies  and  procedures,  new  trade  regulations  or 
changing  dynamics  in  the  marketplace.   In  FY  92,  IMI's 
began  being  disseminated  through  the  NTDB  and  CIMS. 

Customize(i  Sales  Survey;   customized  market  research 
reports  which  assess  the  marketability  of  a  specific  U.S. 
product  (e.g.,  pricing,  distribution  channels. 
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competition)  in  a  specific  market.   The  service  is  now 
available  in  60  countries  with  91%  of  quality  assurance 
survey  respondents  indicating  satisfaction  with  the 
results. 

Commercial  News  USA  (CNUSA^ : 

CNUSA,  an  illustrated  interntational  magazine,  provides 
low-cost,  extensive  overseas  exposure  for  export-ready  U.S. 
products  and  services.   CNUSA  generates  substantial  overseas 
new  business  leads  for  small  U.S.  firms  without  a  heavy 
investment  in  research  and  travel.   For  as  little  as  $495  a 
listing,  a  firm  can  advertise  to  a  distribution  of  over 
700,000,  through  both  printed  and  electronic  media. 

In  Fy92,  CNUSA  participant  follow-up  surveys  showed  a  user 
satisfaction  rate  of  nearly  80%.   The  typical  participant 
received  an  average  of  65  inquiries  and  more  than  $75,000  in 
sales  from  a  single  listing.   96%  of  FY92  CNUSA  listings  were 
from  small  businesses. 

US&FCS  Little  Rock  contacted  J.T.  Parsons  Cabinet  Company, 
Inc. ,  a  manufacturer  of  sewing  machine  cabinets,  to  suggest 
participation  in  the  Arkansas  issue  of  Commercial  News  USA.   As 
a  result  of  the  inquiries  from  the  issue,  J.T.  Parsons 
established  a  trade  agreement  with  a  UK  firm.   The  company 


